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Editor, ‘Fortune’ and Howard Cooniley, Chairman of the 
Board, National Association of Manufacturers, are printed 
below. Mr. Davenport asked that it be pointed out that this 
speech had no relationship with his connection with Mr. 
Wendell Willkie. 


HE PROBLEM facing American busi- 
‘Tae is a paradox. 

Business is founded upon—and owes 
much of its development to—the prin- 
ciple of individual liberty: that each man 
is endowed with, or should be given, cer- 
tain rights; that government is nothing 
more than a mechanism set up for the 
establishment and preservation of these 
rights; and consequently, that the peo- 
ple do not belong to the state, but the 
state to the people. In the development 
of this principle, industry has made use 
of two important elements, namely: 


mass markets, and the functional divi- 
sion of labor. The work of thousands of 
men was organized under one roof, fac- 
tories became bigger, new integrations 
were made. The inevitable result was 
what today we call “‘big business.” 

But here is the other side of the para- 
dox. As the integrations got bigger, they 
destroyed those very expressions of lib- 
erty that had made them possible. In 
short, by what has seemed an inevitable 
trend, industry has jeopardized the com- 
petitive, libertarian system out of which 
it sprang. Modern industry is becoming 
collectivistic. It is owned by millions of 
persons, few of whom have any real say 
in its affairs. It is managed by groups. 
Its policies are determined by groups col- 
laborating with other groups; its work is 
done by groups, who form themselves in 
self protection into powerful unions. 

The paradox of industry is that it is 
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threatening to destroy those principles 
upon which alone it could have been 
founded, and without which it cannot 
grow. 

Now the idea that business should 
regulate itself is a dangerous idea. With 
regard to it there are two schools of 
thought. 

There are those who say that a good 
businessman must concern himself only 
with the profits of his own company. 
When the businessman—so this argu- 
ment runs—becomes involved in con- 
sideration of what is good for the econo- 
my as a whole, he is no longer able to 
fulfill his business functions properly. It 
is best, these people say, to let each busi- 
ness work for itself, for its own employ- 
ees, and for its customers; to assure them 
of profits and savings and fair prices; and 
not to bother about the effects of any 
particular operation on the system as a 
whole. 

On the other hand, there is a school 
which believes that the modern business- 
man must be something of an economist. 
While his primary motive is of course 
self-interest, or the interest of his stock- 
holders, he should nevertheless be aware 
that if any of his operations hurt the 
system as a whole, he himself will event- 
ually be hurt also. This school, in short, 
is demanding a wider vision from the 
businessman than anything that was 
dreamt of in the days /aissez-faire. And 
in my observation, whether for good or 
ill, most of the major executives of our 
biggest corporations are working in that 
direction. 

Assuming for the moment the position 
of the latter, more socially-minded group 
is it possible to set up any criteria of how 
big a business should be? Is it possible to 
determine any limits beyond which no 
business should go? Of course, this is a 
subject that requires an immense amount 
of study which has not yet been given to 


it. But I believe that there are a number 
of criteria that can reasonably be applied 
as yardsticks for the socially-conscious 
school. 

First, I think that we must say that 
whenever the operations of a business 
are markedly collectivistic in character, 
a danger signal should be raised. We may 
find on other grounds that the collectiv- 
ism is not harmful, or rather that the 
harm it causes is over-balanced by other 
considerations. There are four types of 
collectivism that seem to me especially 
dangerous. One is the operation of a com- 
pany by groups rather than by men—the 
submerging of the individual, who never- 
theless ought to provide the chief in- 
centives of private enterprise. A second 
is the formation of the super-unit—that 
is, small groups of men, each of whom 
controls one of the major producers in a 
given industry. Such groups have the 
power to fix prices and crush competi- 
tion. A third is the formation of super- 
groups composed of representatives of 
different industries—what is commonly 
known as interlocking directorates. Here 
special consideration is given to favored 
companies and competition is locked out. 
And finally, I view with alarm the forma- 
tion of powerful industrial groups for the 
purpose of bargaining with powerful la- 
bor groups. An example of this form of 
collectivism is the Associated Industries 
of San Francisco. These and other forms 
of industrial collectivism threaten the 
principle of private enterprise. No busi- 
nessman can afford to forget that col- 
lectivism in business begets collectivism 
in government. And collectivism in gov- 
ernment will mean the end of our sys- 
tem. 

Secondly, I think we can say that a 
business should never be bigger than it 
needs to be. In every industry the op- 
timum size varies. A steel business with 
$10,000,000 in assets would be a tiny 
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business. National Steel, which is cer- 
tainly not too big from a functional 
standpoint, has assets of about $200,- 
000,000. On the other hand, the United 
States Steel Corporation has nearly two 
billion dollars of assets. 1 do not know 
whether the Corporation needs to be that 
big, or not. Or take General Motors: as 
the General Motors stockholders know, 
its profits have been consistently high. 
One of the reasons for this is that G.M. 
seeks to provide a car for every purse 
and purpose, and this blanket coverage 
of the market results in savings too sub- 
stantial to be overlooked. Thus Delco, 
General Motors’ subsidiary which makes 
all the electrical equipment, is in a posi- 
tion to know ahead of time the precise 
requirements of six automobile makes 
and five miscellaneous automotive vehi- 
cles, and to effect obvious economies re- 
sulting from such knowledge. 

The same question can be raised 
against the Great Atlantic & Pacific Tea 
Company. It is true that the A& P takes 
a profit out of every town where there is 
a store—a profit ranging from I to 3 per 
cent. But investigations have shown 
that the savings to the customers in 
many communities actually exceed the 
amount of profit that is taken out. These 
Savings are made possible by the pur- 
chasing and distribution advantages that 
a big business enjoys. Obviously the 
proper limit to set on the size of the A 
& P chain would be the point at which 
increased size would no longer result in 
increased savings. Whether the A & P 
is bigger than that or smaller than that, 
I do not know. In any case it should not 
be any bigger than it needs to be. 

Thirdly, it is important to measure the 
optimum size of a business in terms of 
management. A business should not be 
too big for men to handle. I think we are 
all familiar with instances in which small 
enterprises, particularly in the middle 


west, manage to outsmart the big cor- 
porations, because they can turn around 
faster. This is partly due to the fact that 
the management does not have to push 
so many buttons or hold so many con- 
ferences. When management gets too 
big, it becomes cautious; its free action 
is impeded by internal politics; and little 
opportunity is provided for younger men 
to use their imagination and take risks. 

Finally, a business should never get so 
big that the basic incentives of capital- 
ism are obscured or weakened. The most 
obvious examples of this type of over- 
growth are the railroads. The normal in- 
centives of capitalism are almost en- 
tirely lacking in this industry, and while 
this is partly attributable to a long his- 
tory of government regulation, sheer size 
has something to do with it. There is of 
course no way by which to break down 
the railroads into smaller units. Indeed, 
it would seem probable that they ought 
to be bigger, that they ought to be better 
integrated. Yet we must be careful lest 
other industries go the way of the rail- 
roads and lose their capitalistic incen- 
tives. If industries do that, private en- 
terprise will not survive. 


* * * 


Now I think that almost any reason- 
able man would agree with those cri- 
teria, and would agree also that they 
provide a flexible standard by which 
business bigness can be judged. But after 
reviewing them our answer might be: So 
what? Naturally every businessman 
wants to do everything he can to make 
the system of private enterprise work 
better. But even those men who belong 
to what I have called the socially-minded 
school know that in operating a business 
the first consideration must be profit. 
For that matter, profit—the profit of 
each and every enterprise—is the first 
consideration with regard to the system 
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as a whole. If individuals and individual 
corporations do not profit, the system 
cannot work, no matter what the re- 
forms. 

But it is the search for profit that 
created big units in the first place. How, 
then, can the search for profit create 
smaller units? 

I think we must be careful here not to 
fall into the fallacy of governing our ac- 
tions by history. There was a time when 
the growth of our markets depended up- 
on the creation of bigger industrial units, 
and during that time we got the idea 
that to grow big is almost of necessity to 
progress. But looking into the future, it 
seems possible that further growth will 
not depend upon bigness at all. Indeed, 
speaking purely in terms of industrial 
efficiency, one of our troubles today may 
be that our units have become too big. 

For instance, the usual way to de- 
crease the cost of production is to in- 
crease the output of a given factory, so 
as to reduce the per unit cost of overhead 
and labor. This as we have already seen 
is one of the fundamental principles of 
industrialization. But the more units we 
produce in a given spot, the further those 
units must travel to reach their markets. 
Consequently, as production costs de- 
cline, distribution costs must inevitably 
rise. 

I don’t think any statistics exist with 
regard to this fundamental industrial 
balance. But I would hazard a guess that 
in many of our factories today the bal- 
ance has been reached or even passed. I 
think the investigator would discover in 
many cases that the savings in produc- 
tion are entirely consumed by extra dis- 
tribution costs. I believe that there are 
many situations in which a small factory 
in the East, and a small factory in the 
Middle West or West, would be able to 
put their goods into consumers’ hands 
cheaper than one big factory placed any- 


where on the continent. Indeed I think 
that one reason why American business 
has apparently ceased to grow—aside 
from all the other reasons that you and I 
can think of—lies in the fact that so 
many of our factories have reached the 
limits of efficiency in point of size, when 
the distribution costs are taken into ac- 
count. 

If this guess is correct, it follows that 
a decentralization of some of our manu- 
facturing enterprises might result in in- 
creased profits. Here is an actual oppor- 
tunity for profit that I don’t think many 
businessmen have examined. And it is 
not based merely on social consciousness 
but on sound capitalistic incentives. 

But there is another profit opportunity 
that I don’t think businessmen have 
sufficiently studied. I refer to the un- 
merging of some of the present combines. 
Let us take a hypothetical example. Im- 
agine a combine, which I shall call “‘A,” 
simplified by the absence of funded debt. 
This combine is made up of a number of 
units. Some of them are profitable, some 
of them break about even, others often 
turn in an annual loss. The management 
has not got around to closing up the los- 
ers, because they hope for better condi- 
tions in the market which will make 
these marginal units profitable. 

Now if we approach this combine with 
a cold, profit-seeking eye, it seems to me 
that great benefits might accrue from 
breaking it up into three separate com- 
panies. Company “B” would include all 
the most profitable units. Company “C”’ 
would be composed of those that usually 
manage to break even. And Company 
“D” would be made up of the losers. In 
exchange for one stock certificate, the 
stockholders would receive three certifi- 
cates—B, C, and D. 

I think certainly that the stockholders 
would experience a pleasant surprise. 
Since the B stock is composed only of 
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winners, it might very well earn more, 
and be worth more, than the former 
stock of the combine. Even if “C” and 
“D” go broke, the stockholders will be 
better off. If either one of them succeed, 
they would be much better off. But be- 
sides the stockholders, other people 
would profit too. Young men in the man- 
agement, who had been submerged in a 
hierarchy when the combine was in ex- 
istence, would be given the chance of 
their lives at the head of the speculative 
“C” and “D” companies. And the 
chances for the survival of these com- 
panies would thereby be improved. Wall 
Street would profit for Wall Street would 
get thecommissionson the reorganization 
and the reshuffling of securities. And 
finally the economic system would profit 
in one of two ways. If “C” or “D” goes 
bankrupt, bad investments are thereby 
liquidated with the least possible dis- 
ruption to the system. If, on the other 
hand, either “C” or ““D” wins out, new 
competition will be provided in the field, 
and the price of this particular commodi- 
ty will probably decline. Lower manufac- 
tured prices mean increased purchasing 
power. And purchasing power is what the 
system needs. 

Of course this example is greatly over- 
simplified. But it serves well enough to 
indicate that mergers may not be the 
only highway to big profits. Indeed, the 
profitableness of mergers has been con- 
siderably exaggerated. Arthur Dewing 
examined thirty-five industrial mergers 
in 191g and discovered that after ten 
years of operation the average earnings 
of twenty-five of them were /ess than the 
previous combined earnings of their con- 
stituent units. I do not know whether 
reliable modern figures exist, but if they 
don’t they should be compiled. My sim- 
ple guess is that today there would be 
more profit in unmerging than in merg- 
ing. 


We can thus add two more criteria to 
apply in determining how big a business 
should be: 

No production unit should be so big 
that the costs of distribution more than 
cancel out the earnings in production. 

And no combine should be so big as to 
contain within it, over an indefinite peri- 
od of time, units that operate at a profit 
and units that operate at a loss. 


* * * 


The problem of how big a business 
should be is an extremely intricate sub- 
ject that I have handled tonight in a 
very sketchy manner. Nevertheless, per- 
haps we have gone far enough to make 
two concluding points. 

In the first place, we cannot success- 
fully apply to this question any single 
criterion. A corporation that seems to be 
too big on one count, may be able to 
show, on other counts, that it is not too 
big—or perhaps not even big enough. 
Our total criterion must be many-sided 
and elastic. And for just this reason it is 
ridiculous to suppose that government is 
capable of deciding the matter. No law 
could be framed to meet the require- 
ments of all these criteria. And should 
regulation be attempted by means of a 
special commission, we would find our- 
selves in the toils of government con- 
trol, so hopelessly entangled that we 
would do better to turn everything over 
to Washington and have done with the 
agony. 

In the second place, it is not unrealis- 
tic to hope that the solution to this prob- 
lem does in fact lie with business itself. 
It is not unrealistic to hope that busi- 
nessmen will in the future see as much 
opportunity for profit in decentralization 
as they previously saw in centralization. 
This cannot be the case in all industries. 
In some, the advantages of size are so 
great as to be irresistible. If monopoly is 
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the only answer in these industries, then 
we must face that fact and regulate 
them, as we have regulated the rail- 
roads and public utilities for years. But 
let us not kid ourselves that regulated 
monopoly is private enterprise. Let us 
rather set regulated monopoly to one 
side as a thing apart, and let us set the 
rest of business free. 

But already, in view of the fundamen- 
tal paradox upon which industry rests, 
we cannot set business free unless busi- 
ness will liberate itself. Business must re- 
discover that “strength of nerve” that 
has always characterized it up to the 
last decade. Businessmen must not seek 
their opportunities along established 
lines and in the grooves of history. They 
must be ready and eager to turn in new 
directions. They must welcome the un- 
explored. 


HOWARD 


I have said that government cannot 
solve the problem of business size. And 
this is true. But I can easily imagine a 
government that would 4e/p us solve it 
for ourselves. I can imagine conferences 
sponsored by government at which this 
most basic of our problems could be 
frankly discussed—and solved on scien- 
tific principles, rather than on emotional 
and political grounds. In the last decade 
we have come to think that such solu- 
tions are impossible, and that a chance 
to reach the truth by intelligent and 
careful discussion will never be granted 
us. But that is not a proper assumption 
in a democracy. In a democracy there is 
always a chance to make things better. 
There is always a chance to come closer 
to the truth than we have ever been 
before. 


COONLEY 


Chairman of the Board, National Association of Manufacturers 


HE NATION’S business—what is it? 

Nothing other than the production, 
distribution, and exchange of goods and 
services. Who carry it on? All of us who 
work. But the average man mayhap 
would add “‘most of it is operated or con- 
trolled by big corporations.” For it is 
“big business” that we read of constantly 
in the newspapers and periodicals, “‘big 
business” that is most closely followed 
in the stock market, and “‘big business” 
that commands the chief attention of 
our legislators and political orators. The 
very name of American Shoestrings Cor- 
poration seems to indicate that it con- 
trols the entire shoestrings market. 


Wuo PropvuceE THE NATIONAL 
INCOME? 


The fact is that more than two fifths 
of the nation’s economic activities are 
not incorporated at all; in other words, 
more than two fifths of the national in- 


come is produced outside the corporate 
field. Furthermore another fifth is pro- 
duced by small corporations; if we call 
those small whose assets range in size up 
to $1 million and which comprise about 
95% of the total number. This leaves 
two fifths for the several thousand mil- 
lion-dollar corporations. In fact only 
about 18 per cent of our wealth is pro- 
duced by the nearly 600 so-called giant 
corporations, whose assets range upward 
from $50 million. 

It is true that in transportation and 
other public utilities the corporate form 
is dominant, with nearly 80% of the in- 
come produced by the larger corpora- 
tions which have assets of $1 million or 
more. Again in mining the proportion 
for the larger corporations is over 75%, 
and in manufacturing about two thirds; 
one third by the so-called giant corpora- 
tions, the other third by those whose as- 
sets are over $1,000,000 but less than 
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$50,000,000. Yet in general trade only 
about one quarter is produced by the 
more than million-dollar corporations; 
in finance about two fifths. As for agri- 
culture, construction, and the service oc- 
cupations, which account for between 
one third and two fifths of the national 
income, there unincorporated enter- 
prises are heavily predominant. 

These proportions are taken from the 
statistics of income for 1933 which could 
hardly be regarded as a normal year; but 
available statistics for 1929 indicate simi- 
lar proportions and there seems to be no 
evidence of substantial change since 
1933. Let me emphasize these two facts: 
(1) that while corporations produce 
nearly three fifths of the national in- 
come, 95% in number are corporations 
whose assets are less than a million dol- 
lars—more than one half indeed have 
assets of less than s0 thousand dollars; 
and (2) that in manufacturing, specifi- 
cally, about one third of the production 
is by unincorporated and small corporate 
enterprises, and another third by com- 
panies that cannot be classified with the 
several hundred giant corporations. 

When statistics of manufacturing are 
broken down further it is found that con- 
centration varies enormously in different 
industries. It is interesting to look over 
the list of 300-odd separate industries 
which the census of manufacturers in- 
cludes and note how few really show any 
great concentration of ownership or op- 
eration. There were in 1937 twenty- 
eight of these industries whose produc- 
tion in each case exceeded half a billion 
dollars. But in only nine of the 28 fields 
did as few as six different corporations 
account for as much as one half of the 
production. In most of the 28 major in- 
dustries the six leading producers turned 
out only a small fraction of the total 
product. 

All of us are aware of the concentra- 


tion among a few companies of the 
greater part of the production of agri- 
cultural implements, cigarettes, meat, 
motor vehicles, refined petroleum, rub- 
ber tires, copper, and rolled steel; but 
often we overlook such enormous in- 
dustries as most of the food products, 
clothing, printing and publishing, paper, 
wood, and others in which production is 
scattered among hundreds of thousands 
of producers. In fact as one goes from 
this highest bracket down through the 
whole list of manufacturing industries 
one is much more impressed with the in- 
finite variety of manufacturing activity, 
an increasing variety, than with the con- 
centration that has developed in certain 
fields. 

A survey published about three years 
ago under the auspices of the Twentieth 
Century Fund, from which some of the 
data I have used were derived, reached 
this conclusion: “It is just as true to say 
that big business does not predominate 
in America as to say that it does. It all 
depends on the angle from which the pic- 
ture is viewed, or on the focus of atten- 
tion or detail. If the entire panorama of 
economic activity is kept in view, the 
large corporation is far less prominent on 
the scene than if the attention is focussed 
on the area of incorporated concerns. 
And if the focus is concentrated on some 
particular industries big business looms 
large; while if other specific industries 
are under examination big business sim- 
ply does not exist.” 


Bic BusINEss 


Even in Colonial America there were 
a few corporations, and in the first dec- 
ade after the national government was 
established about 300 charters were 
granted—nearly all to banking and in- 
surance companies and to highway or 
other local public service groups. Then 
railway companies came on the scene. 
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By 1860 they had first place among cor- 
porations. Yet it was after the Civil War 
that the great expansion in the use of the 
corporate form of business organization 
gained steady momentum until in 1929 
the number reached 500 thousand, with 
practically every type of economic ac- 
tivity included. 

Big business in the corporate form has 
developed largely by internal growth, as 
earnings were plowed back into a busi- 
ness or new capital was raised to take 
advantage of opportunities for expan- 
sion. External growth, however, by com- 
binations of enterprises, has been an im- 
portant factor also. In two periods, 
around the turn of the century and in 
the decade following the World War, the 
combination movement flourished lux- 
uriantly and produced a considerable 
proportion of our present industrial 
giants. 

What are the reasons for the bigness 
of big business? Are they merely that 
there has been opportunity for capable 
managements to plow back earnings for 
expansion or that ambitious and per- 
suasive organizers have been able to ef- 
fect mergers and other combinations? 
There are more fundamental reasons. 

In industries where a large investment 
in plant and machinery is required, in 
order to produce goods of uniform quali- 
ty at low cost, the need of large enter- 
prises is obvious—with advantage not 
only to those engaged in such an in- 
dustry but also to consumers of its prod- 
ucts. Indeed the production of steel, cop- 
per, automobiles, gasoline, agricultural 
implements, and certain other things on 
the large scale required for wide use is 
inconceivable without large aggregations 
of capital invested in great enterprises. 

Furthermore, in such industries as 
motor vehicles and agricultural imple- 
ments—many others also—the replace- 
ment of parts on short notice is an impor- 


tant requirement. A substantial inven- 
tory of them must be maintained in 
many places all over the world, and serv- 
ice facilities must be provided. This is 
possible only for a large enterprise. 

Where by-products are an important 
element, if unnecessary waste is to be 
avoided—as for example in the meat 
and petroleum industries—there must be 
expensive machinery and trained work- 
ers, as well as a sufficient amount of ma- 
terial for the by-product. The same is 
true of the reclamation of materials used 
in the manufacturing process but not in- 
corporated in the main products. 

The activity of advertisers has made 
huge markets available to some indus- 
tries, and the competition for these 
markets has required both mass produc- 
tion at the lowest possible cost and serv- 
ices that only ‘great organizations can 
render. 

Research is an item of increasing im- 
portance in industry—for constant im- 
provement of products and processes, 
for methods of utilization of available 
materials, for discovery of new materials 
and new products. Such facilities for re- 
search as are and can be maintained by 
only some of the larger corporations are 
making important contributions to our 
economic progress. 

These are some reasons for the exist- 
ence of so-called big business in various 
fields of industry. Within the area adapt- 
able to big business, these reasons seem 
to me to have unquestionable social va- 
lidity. 

There are several aspects of bigness in 
business that are too likely to be ig- 
nored in discussion of the social and 
economic effect of such aggregations of 
capital and labor. To illustrate what | 
have in mind, let me use the automobile 
industry. For the production of motor 
vehicles and parts accounted for more 
than 8% of the total value of manu- 
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factured products in 1937 and we are all 
aware of the pre-eminence in this field of 
a few large corporations. 


1. Stimulation of Small Industry 


This industry uses a great variety and 
enormous quantities of materials and 
parts furnished by other industries. Some 
required large investments of capital for 
efficient production and so are operated 
mainly by large corporations. Many, 
however, come from industries whose 
production is divided among many man- 
ufacturers and which we would rate as 
relatively small business. There are over 
17,000 pieces assembled in an average 
single car, including 787 distinct hard- 
ware items—screws, washers, nuts, riv- 
ets, studs, knobs, pins, bolts, clips, bush- 
ings, springs, blanks, pinions, and what 
not. Then there are the tools and ma- 
chines, and the large quantities of sup- 
plies that do not appear in the finished 
product. One automobile company es- 
timates that more than 87,000 different 
kinds of both productive and non-pro- 
ductive goods, as it classifies them—ma- 
terials, parts, tools, machinery, and sup- 
plies—are used by one of its ‘divisions. 
So a multitude of relatively small busi- 
nesses is nourished by this great industry. 

This same company has gathered re- 
ports from some of the manufacturers 
from whom it purchases automobile 
parts and who also make various prod- 
ucts used by other consumers. The re- 
ports show that because of the orders for 
automobile parts these manufacturers 
are able to make their other products at 
lower prices and so in larger quantities 
for consumers. The fifty or more prod- 
ucts listed include various personal items, 
household goods, construction materials, 
and manufacturers’ supplies. 

Other fields of industry that have been 
stimulated by automobile manufacture 
include of course petroleum, trailers, ra- 


dio, and various accessories independ- 
ently manufactured and sold. The thou- 
sands of garages and repair shops may be 
cited, among service industries. Adver- 
tising, insurance, and finance are in- 
timately involved with the automobile 
industry. Mr. Kettering states that one 
new job in an automobile plant means 
eleven new jobs outside. 


2. Decentralization 


An interesting development of big 
business within recent years has been in 
the direction of decentralization. In spite 
of the increasing concentration of enter- 
prises in many fields between I919 and 
1929 the proportion of employees in the 
largest plants (those with more than 
1000 workers) decreased. This tendency 
has continued during the past decade. 
Certainly in many mass-production in- 
dustries there seems to be an upper limit 
to size of operating unit beyond which 
efficiency decreases under any techno- 
logical process yet devised. 

In an address before the International 
Management Congress in 1938, W. J. 
Cameron of the Ford Motor Company 
described the decentralization that is 
being notably successful in his company. 
I quote from his address: 

“Decentralization, as we understand 
it, is taking away a part or parts of a 
large organization and setting these sep- 
arated parts in another place to operate 
independently. This presupposes a great 
central organization in the first place and 
the subsequent separation and removal 
to other localities of such departments of 
that central organization as can be so 
separated and re-located with the fore- 
gone assurance of successful operation 
‘on their own.’ It also presupposes an 


industry whose major product is an as- 
sembly of thousands of parts complete in 
themselves.” 

The Ford Company has found, on 








106 


THE FOURNAL OF MARKETING 





the whole, that the quality of the work 
done in the village plants is higher. In 
a small, self-contained plant, or even 
a fairly large but segregated one in rural 
surroundings, greater pride and skill are 
developed than in a department which is 
but a part of a vast central factory. 
Management and men are restored to 
the personal relationship that is lost in 
large mass-production plants. There is 
also less labor turnover, at the same wage 
rate, in a community distant from the 
restless, constantly shifting population 
of a great city. 

There has also been a tendency in the 
past few years toward decentralization 
of management which to a large extent 
overcomes the undesirable features of 
central control. Comparatively inde- 
pendent operating divisions have been 
set up, which are practically equivalent 
to separate companies except in certain 
financial obligations to the parent com- 
pany. While not an entirely new prac- 
tice, it has found increasing favor in 
recent years. 

Apparently there are limits of size not 
only for economy of plant operation but 
also for efficiency of management and 
organization. While we may see further 
concentration in some particular types of 
industry, in the interest of efficiency of 
production and distribution, it is my 
opinion that there will be much volun- 
tary splitting up of large consolidations 
that have proved unwieldy to manage 
and have failed to yield expected econo- 
mies of operation. In fact, the extinction 
of the small factory by the big one, the 
continuing removal of industry from 
smaller to larger industrial centers, the 
swallowing-up of independent producers 
by giant corporations seem to me to be 
disappearing from the horizon. 


OPPORTUNITIES OF SMALL BUSINESS 


I have given an illustration of the wide 
range of opportunity a big business may 


open to the development of auxiliary 
smaller businesses and to the expansion 
of existing industries in non-competing 
fields. Though this may be the most con- 
spicuous example, one could use many 
others. But I wish also to discuss oppor- 
tunities for small industry entirely apart 
from its relationship to big business. 

Obviously the opportunities for small 
enterprise do not lie in industries where a 
large investment of capital is required 
for efficient production. For example, the 
minimum investment in a steel strip mill 
is more than ten million dollars. Look at 
the companies we call “Little Steel.” 
National Steel and Inland Steel each has 
assets exceeding 100 million dollars. But 
let me mention some industries that have 
come under my own observation where 
with small investment, good management 
has built up and maintained successful 
enterprises. 

The two industries classified as ma- 
chine tools and machine-tool accessories 
(including machinists’ precision tools) 
really abound in such examples. The total 
annual production of these industries 
amounts to nearly half a billion dollars 
divided among about a thousand enter- 
prises. Several, of which I have an inti- 
mate knowledge, specialize on a single- 
purpose machine made in only a few 
sizes. All the ingenuity and ability of the 
chief executive and his small but efficient 
staff are concentrated on the design, pro- 
duction, and merchandising of this in- 
dividual line of machine tools. The re- 
sult has been that each of these small 
companies has excelled in its limited field 
and has prospered to an extent relatively 
greater than the competitors who spread 
their efforts over a much broader field. 

A case of a different kind is illustrated 
by my own experience. Walworth Com- 
pany, a moderately large enterprise, 
manufactures and sells 44,000 different 
items. Some years ago we acquired an in- 
genious wrench from a small manufac- 
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turer who had designed, produced, and 
merchandized it on a profitable basis 
with a 1$-man organization. With our 
larger resources, including many branch 
offices and an army of salesmen, we ex- 
pected to multiply the sale of this tool 
five or ten times. As a matter of fact, 
after years of effort we have found it 
difficult to exceed by even a small mar- 
gin the sale that was maintained year 
after year by the infant company. 

There are many cases also in which a 
new product or process is worked out by 
an employee of a company but for one 
reason or another cannot be used by that 
company. It may seem to lie outside the 
field in which the management wishes to 
operate, or to require too much readjust- 
ment of manufacturing equipment or 
sales policies, or to involve sacrifice of 
current profitable effort for a future un- 
certainty. New enterprises are arising 
every year in this way out of older enter- 
prises—often with the encouragement of 
the management which did not see its 
way clear to take on the new product or 
process. 

If you will look at the products dis- 
played in the shop windows as you walk 
along the street, or in any exposition of 
varied types of goods, you will see many 
that have been made by manufacturers 
you have never heard of—the products 
of small enterprises. In the newspapers 
and magazines you read many “success 
stories” of people who have built worthy 
and successful enterprises with practi- 
cally no capital but with the keenness of 
perception to discover a need and an idea 
of a way to meet it. 

I am reminded of an incident that oc- 
curred a few weeks ago in a suburban 
community. The local paper recorded 
that a couple of residents in the com- 
munity had just become grandparents by 
the birth of a child to their daughter in 
New York. There was a little confusion 
of names in the announcement, and the 


paper was hardly off the press when au- 
tomobiles rolled up to the new grand- 
mother’s house offering her diaper serv- 
ice from two different companies, one 
located in that community, the other in 
a neighboring town. An ancient need 
met by a new service—even though the 
sales effort was somewhat misdirected! 

One of the companies of which I am a 
director has done much to promote small 
business. It is the Research Corporation, 
which was started some twenty-five 
years ago for the purpose of promoting 
research. The corporation is somewhat 
unique in that all of the profits which are 
not needed for its working capital are 
paid out in the form of grants to indi- 
viduals and engineering colleges for some 
specific worth-while development. 

A professor from the University of 
California, who had obtained a basic 
patent on a precipitation process, wished 
to have his discovery accrue to the bene- 
fit of science generally. With the help of 
a group of scientists and business men 
the corporation was formed with a small 
amount of capital to produce and sell 
this equipment. The venture was amaz- 
ingly successful and several hundred 
thousands of dollars have been made 
available for research. 

As aresult a number of small success- 
ful businesses have been set up to bring 
to the market the results of this research, 
and have thereby contributed to public 
well-being. As a matter of fact, the Re- 
search Corporation itself could be classi- 
fied as a moderately small business. 

If I were a young man entering indus- 
try, I would try to get experience first in 
a fairly large, unusually well-run com- 
pany. Then, with that experience as a 
background, I would try to connect my- 
self with a small company in a highly 
specialized business. The complicated 


problems of a large business, such as for 
example the human relations within the 
organization, do not always give a person 
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who may have possibilities of interesting 
achievement the opportunity to use his 
ability to the maximum of efficiency. 
Reaching a position of important re- 
sponsibility he may have to spread his 
time and effort so thinly that what he 
could do seems to be fully done nowhere 
along the line. Concentration of the same 
ability within a more limited range of 
responsibility is likely to give him greater 
satisfaction and opportunity for greater 
achievement. 

There are opportunities, not only for 
furnishing services new and old, but also 
for making new products or better prod- 
ucts. And these opportunities, I am con- 
fident, are more numerous than ever be- 
fore. As the costs of staple goods and serv- 
ices are reduced by improved methods 
of manufacture and distribution, more 
goods and services can be purchased by 
consumers. Every year has seen new en- 
terprises undertaken to supply our wants 
better, or to meet new wants, indeed to 
create new wants. Many of them fail, 
but many of them succeed. This is the 
way of progress, and it is open at both 
ends. 


KEEPING THE ROAD OPEN 


It is fundamentally important to our 
economic well-being, I believe, to keep 
this road open. 

In the post-war years financial pro- 
moters and exploiters were making a 
football of industry in many fields, and 
the public took stakes in their game. The 
excesses and abuses of that period made 
clear that there must be regulation to 
safeguard the public—and industry also 
—against such practices. In the reaction, 
however, industry has been made the 
football of politics. The tendency has 
been, in correcting abuses chargeable to 
a relatively small number of persons— 
most of them indeed outside the active 
operating management of industry—to 
change the whole control of industry. 


Regulatory laws that were hastily en- 
acted have not been calmly reviewed in 
the light of experience and revised to fit 
their proper purposes better. Interpre- 
tation and administration of them have 
gone beyond the real regulatory need. 
The management of industry has been 
justly concerned, not only with the diffi- 
culties of adjustment to a sudden and 
confusing mass of regulatory laws and 
edicts, but also with the extension of 
such regulation until it threatens to cen- 
tralize at Washington control of the in- 
dustrial activities of the people. 

We who are engaged in industry and 
have gone through this experience know 
that by such over-regulation economic 
recovery has been retarded and the road 
of progress blocked. 

For example, the flow of venture capi- 
tal necessary for the starting of small en- 
terprises and maintenance of them 
through their early stages has been 
checked by too rigid restrictions in the 
administrative interpretations of the Se- 
curities and Exchange acts. There must 
be this flow of venture capital in order 
that out of such enterprises, as some of 
them emerge from their venture periods 
and take their places among our sub- 
stantial and profitable businesses, there 
may be constantly developing new fields 
for more conservative investment. Ad- 
ventures of this sort have been the fore- 
runners of most of our successful indus- 
tries, large and small. Without the flow 
of venture capital the whole economic 
machine slows down, while we stabilize 
unemployment and _ stop economic 
growth. 

The taxation of undistributed profits 
and of capital gains has also tended to 
remove incentives to adventure in new 
and young enterprises, as well as to nor- 
mal improvement and development in 
older enterprises. Investors and manage- 
ment are not content to stake money and 
effort in building up a business if the prof- 
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it hoped for in the event of success is to 
be largely consumed by taxes. Taxes, 
when excessive or ill-adjusted, may take 
away not merely the return that inves- 
tors have often been willing to wait for 
through long periods of experimentation 
and development but also the hope of 
growth through the common practice of 
“Plowing in” earnings. 

These conditions bear harder on small 
business than on big business, but are 
brakes on progress all along the line. For 
industry, whatever the size of the units 
involved, has a common pulse. It is so 
interdependent that stoppage of circu- 
lation anywhere is quickly felt through 
the entire system. 


THE SIZE oF BUSINESS AND THE 
NaTIONAL WELFARE 


Our economic system, it may be reas- 
onably argued, would work best if pro- 
duction and distribution were carried on 
by concerns of the size that is most effi- 
cient. After all, the social purpose of in- 
dustry is the production, distribution, 
and exchange of goods and services in the 
interest of the common welfare. It ap- 
pears that there is an optimum size, vary- 
ing with each industry. Obviously in an 
industry like steel or automobiles that 
requires complicated machine produc- 
tion and an enormous capital investment 
the small shop becomes a technical im- 
possibility. On the other hand a company 
may become so huge that management 
tends to break down through the sheer 
impossibility of maintaining effective 
centralized control over a vast range of 
activities. And no doubt a vast majority 
of our industries will never lend them- 
selves to operation by giant corpora- 
tions. The product is too specialized, and 
the market too limited; or the close rela- 
tion of employer and employee is neces- 
sary for maximum efficiency; or per- 
sonal or individualized service to cus- 
tomers is required; or there is too much 


variety or change in style or other mar- 
ket requirements to justify mass pro- 
duction. These and other conditions are 
all operative in restricting the area of in- 
dustry likely to be occupied by big busi- 
ness. 

You have perhaps heard or read some- 
thing about the program of Mobilization 
for Understanding of Private Enterprise 
which the National Association of Manu- 
facturers has recently undertaken. We 
have planned this program in the inter- 
est of all business enterprise, small or 
large, and therefore in the interest of the 
national welfare. 

We believe that business practices, 
government policies, and public opinion 
should encourage the continuous devel- 
opment of new enterprises and make pos- 
sible the growth to such size as may be 
best for the efficient production, distri- 
bution, and exchange of goods and serv- 
ices. Such freedom of enterprise means 
trials and errors, losses and profits, fail- 
ures and successes; but in that way we 
have achieved great economic progress, 
generation after generation, and no bet- 
ter way has yet appeared. The need of 
public regulation has increased, as traffic 
has thickened; but we must take care 
that regulation does not pass over into 
such bureaucratic control as chokes this 
economic process and stagnates our eco- 
nomic life. 

Individuals continually venturing, 
whetheraloneor in small groupsor large— 
men and dollars exploring new frontiers; 
industries ever trying to improve their 
processes and products, so as to furnish 
more goods at lower prices to more peo- 
ple; no such arbitrary controls by com- 
binations of capital, or labor organiza- 
tions, or government bureaus as will de- 
stroy individual incentive, check the flow 
of investment, or create a static rather 
than a dynamic economic order—these 
conditions we believe essential to the 
preservation of our national prosperity. 








PUBLIC OPINION POLLS: A SYMPOSIUM 
THE CASE FOR AND AGAINST THE PUBLIC OPINION POLL 


ALBERT B. BLANKENSHIP 
Hartwell, Fobson and Kibbee, New York City 


Epiror’s Note: Readers should find the discussion of 
public opinion polls peculiarly timely. Dr. Blankenship’s 
paper first came into the hands of the editors; the further 
comment by Dr. Lockley and Mr. Watson and Professor 
Ghisells accumulated as the article was circulated for 
criticism. 

N THE last few years the public opinion 

poll has developed into one of the 
most phenomenal yardsticks ever con- 
ceived. By means of the poll we now 
know the state of public opinion on is- 
sues from a third term for Roosevelt to 
the most desirable size of the American 
family. The usefulness of polls to busi- 
nessmen, politicians, and sociologists has 
by now been well established. Neverthe- 
less, there is a swelling tide of criticism as 
to how much credence can be placed in 
the results of polls. 

Recently, for example, Congressman 
Peirce (Oregon) introduced a resolution 
calling for a legislative investigation of 
polls. His attack included three major 
points: the manner in which questions 
are worded, the methods of securing per- 
sons to be interviewed, and the reasons 
for conducting polls. Other charges that 
have been lately leveled against polls 
are that they mean little because the in- 
tensity of feeling is not adequately meas- 
ured, and that they tend to destroy the 
system of democratic government. These 
criticisms have all been made by people 
with little or no experience in conducting 
public opinion surveys. The time seems 
ripe for someone in the field to present 
an unbiased appraisal of the charges. 

The accusation concerning the phras- 
ing of the questions includes two wholly 
divergent points—that polls frequently 
use weighted or loaded questions, which 
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suggest a particular response, and that 
questions are sometimes asked about 
which the public has no real opinion. 

Do polls frequently use weighted ques- 
tions? Dr. Studenski reworded a few 
questions used in one nationwide opinion 
survey and secured entirely different re- 
sults. An experiment by the writer 
showed that election prediction varied 
some 14% in accuracy due to small 
changes in wording. Psychologists have 
found in repeated investigations that 
such words as “conservatism,” ’ “Tiberal- 
ism,” “communism,” and “‘fascism’”’ op- 
erate upon the prejudices of the respond- 
ent, and that their use in questions will 
affect the responses. One survey agency 
recently inquired about approv al or dis- 
approval of the changed date of Thanks- 
giving. When the idea was attributed to 
Roosevelt, an additional 5% of favor- 
able responses were secured over the 
form where the 'President’s name was 
omitted! 

It cannot be denied that leading ques- 
tions are sometimes asked. Here is a 
startling example taken from a recent 
nationwide poll: 

The Roosevelt administration has tried 
many experiments, enacted many reforms. 
What do you think it should do from now on 
until 1940? 

The weighted parts of the question have 
been italicized by the present writer. 
The phrase “has tried many experi- 
ments” suggests a series of haphazard 
attempts by the administration. Re- 
gardless of whether or not such is the 
case, the question suggests a reply un- 
favorable to the administration. The 
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loading is increased by the use of the 
word “reforms,” which is known by psy- 
chologists to have an unfavorable con- 
notation when applied to politics. An- 
other example taken from the work of 
the same survey agency: 

Do you think that any decision between 

war and peace for this country should be 
submitted to popular vote, even though it 
might mean a delay, or would you prefer to 
leave the war decision to Congress? 
The words “‘even though it might mean 
a delay”’ point out a disadvantage of the 
referendum plan, and therefore the ques- 
tion infers that the popular vote may be 
the poorer of the two methods. As would 
have been predicted, this question 
showed a greater proportion in favor of 
Congressional decision than did other 
more neutral questions used by other 
surveyors. 

It is only too evident that loaded 
phrasings do occasionally occur. But this 
is no indication that all polls make this 
error, or even that the guilty agencies do 
it frequently or intentionally. Rather, 
such biased questions seem to be the re- 
sult of two factors—the public opinion 
poll technique is still developing and all 
sources of bias are not always fully ap- 
preciated, and a few inferior research 
men are working in the field. Within a 
short time, if present progress continues, 
both of these sources of error will dis- 
appear. In the meantime, the qualified 
polling agent fortifies himself with ‘‘ex- 
perimental’ questionnaires to be sure of 
his ground before he attempts a large- 
scale poll. 

General Hugh Johnson has charged 
that polls sometimes ask questions on 
subjects about which the public has no 
real opinion. Actually, the conscientious 
poll technician givesconsiderable thought 
as to what type of subject can be covered 
in polls. For instance, public attitude to- 
ward labor unions could be more ac- 


curately obtained than opinion about the 
gold content of the dollar. In the latter 
case, the average person is not informed 
about the pros and cons of the argument. 
For accurate results, the information 
covered must be close to the experiences 
of the public. 

As a check upon the scope and phras- 
ing of the questions, the poll supervisor 
depends upon the experiences of the in- 
terviewers who test the questions before 
they are used on a wide scale. Here 
again, reliance is placed upon “test”’ in 
terviews conducted by experienced inter- 
viewers who are frequently able to detect 
when a respondent is giving an answer 
which reflects indecision or lack of 
knowledge. 

Despite the many well-known axioms 
of selecting proper issues and phrasings, 
one polling agency has repeatedly pro- 
pounded questions which a college pro- 
fessor would find difficult to answer (yet 
their respondents do give answers!). 
Consider, for example, this question that 
was recently asked: 

Which of these courses of action comes 
closest to describing what you think America 
should do about the present European war? 

Enter the war at once on the side of Eng- 
land and France. 

Stay out now and for as long as we can, 
but go into the war on the side of England 
and France if they are in real danger of 
losing, and in the meantime help that side 
with food and materials. 

Do not enter the war but supply England 
and France with materials and food, and 
refuse to ship anything toGermany. +#@ 

Take no sides and stay out entirely, but 
offer to sell to anyone on a cash and carry 
basis. 

Find some way of supporting Germany. 


It seems impossible that the average re- 
spondent could even remember the items 
in such a list, let alone give a reasonable 
response after being confronted with the 
question. 
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What about the criticism that polls do 
not adequately measure the intensity of 
feeling? A minority might favor the re- 
turn of Prohibition, but this minority 
could presumably be so vociferous and 
well-organized that they would do a 
great deal more than the “lifeless” ma- 
jority in influencing legislation, custom 
and editorial policy. It is true that al- 
most all the present polls are quantita- 
tive rather than qualitative. And the 
mere asking of a question as to whether 
the person feels “mildly” or “strongly” 
is by no means a solution to the problem. 
Let us suppose that 90% of the public 
was found to be sympathetic to Finland 
in its war with Russia. Even if 85% of 
the go were “‘strongly”’ sympathetic, this 
would not provide any measure of how 
far their attitudes might influence their 
behavior. It would be much more reveal- 
ing to ask the 90% whether the United 
States should ship war materials or foods 
and clothing, lend money with or with- 
out restrictions, send troops to aid the 
Finns, etc. 

This approach is being emphasized in 
many poll questions even today. For ex- 
ample, in a recent study one question was 
phrased this way: “Do you ever turn 
down your radio when an advertisement 
is being broadcast?” This sort of ques- 
tion provided a description of behavior 
which reflected intensity of attitude, and 
hence secured much more meaningful re- 
sults than a question such as: “Do you 
like or dislike advertisements on the ra- 
dio? Very much or just a little?” In 
other words, intensity can be measured 
adequately in behavioral terms by in- 
quiring what the person has done or 
would do which would reflect the degree 
of his feeling. The problem, then, is still 
another aspect of phrasing the question, 
and progress is definitely being made in 
this sort of attitude-measurement. 

Hugh Johnson suspects poll results be- 


cause they are based on a very limited 
number of interviews. Dr. Gallup has 
pointed out that assuming 10,000 per- 
sons are interviewed every week, it 
would require 120 years before everyone 
of voting age in the country had been 
questioned. What General Johnson does 
not understand is that the nature of the 
sample is tremendously more important 
than its mere size. Probably no poll in 
this country ever went wrong because of 
its lack of size, but sizable polls have 
been inaccurate because of a poor cross- 
section, as witness the Literary Digest 
fiasco. Practically all polling groups are 
careful to secure a typical cross-section 
of persons in terms of geographic dis- 
tribution, type of community, sex and 
age proportions, party affiliations, and 
income levels (with appropriate propor- 
tions of WPA’-ers and reliefers). Scien- 
tific sampling is one of the chief points of 
difference between modern polls and the 
former straw votes. If a representative 
group of persons is interviewed, with a 
total of only 600 to goo interviews it is 
possible to secure results that will be 
representative of the views of the entire 
nation within 5%. However, most na- 
tional polls depend upon samples of con- 
siderably larger size than this. 

Most ridiculous of all charges against 
the polls is that they destroy the demo- 
cratic functions of government. For ex- 
ample, it has been said that poll results 
force legislative action, and thus take 
power away from our legislators. It was 
reported recently that a minority pres- 
sure group went before a Congressional 
committee to demand that a particular 
bill be killed. A member of the committee 
simply retorted that a public opinion 
poll showed that the people wanted the 
bill, and that was that! What appears to 
be happening i is that the power of legis- 
lation is being handed over to the public 
at large. If this is destructive to demo- 
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cratic government, perhaps we should 
have more of it. 

Charges have been made that in elec- 
tions the apparent losers, as indicated by 
poll results, will give up the fight, and 
that therefore the poll technique leads 
away from democracy. But this point 
does not stand analysis either. The So- 
cialists continue to nominate a Presiden- 
tial candidate every four years, and to 
put on a reasonably active campaign, al- 
though they must be sure that they have 
no chance of winning the election. Simi- 
larly, it has been said that polls have a 
“bandwagon” effect, that a large pro- 
portion of persons will go over to the 
apparently winning side. The most 
widely publicized poll of its day was that 
of the Literary Digest. Where was the 
rush to climb on the “bandwagon” of the 
apparently victorious Landon? 

The poll technique does not lead to the 
breaking down of democratic govern- 
ment, but actually leads to greater de- 
mocracy by giving legislators an accu- 
rate index of public opinion. Further- 
more, it has real value in a democratic 


government by separating issues and 
persons. For example, President Roose- 
velt interpreted his re-election as indi- 
cating popular approval of his “purge”’ 
and Supreme Court revision plans. At 
the time of these efforts, all opinion polls 
showed an overwhelming majority op- 
posed to both these plans, even though 
still favoring Roosevelt as president. 

Polls also play a large part in increas- 
ing democracy in another way. They fo- 
cus public attention on social and politi- 
cal issues, and by so doing, create a 
more enlightened public. As well as being 
good for democracy, they are good for 
business. Businesses have found that the 
public opinion poll is their only means of 
accurately measuring public reaction to 
their companies, their policies, their ad- 
vertising, and their products. Being of so 
many diverse values, the public opinion 
poll is here to stay. 

Considering the many possible sources 
of error in the making of opinion surveys, 
the accuracy of the polls is indeed amaz- 
ing and a tribute to the scientific workers 


in the field. 


SOME FUNDAMENTAL CONSIDERATIONS IN THE 
CONDUCT OF POLLS 


LAWRENCE C. LOCKLEY anno ALFRED N. WATSON 
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NY ARTICLE which directs attention 
A of market research people to the 
conditions under which polls of public 
opinion and market surveys can advan- 
tageously be used performs a service. It 
may be possible, however, to over-sim- 
plify a discussion of this problem to the 
point where attention is focused on the 
unimportant aspects of the technique 
while neglecting factors required to as- 
sure validity to conclusions. 

Care with regard to three fundamental 


considerations controls the accuracy of 
the findings of any poll of opinion or mar- 
ket survey: 


1. Confining the objectives of the survey 
to points about which the people to be 
questioned have information to give or 
have adequate information upon which 
to form an opinion 

2. Phrasing questions so as to maximize 
clarity and to minimize bias, and 

3. Selecting a sample the composition and 
size of which will reflect with necessary 
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accuracy the characteristics of the 
group under examination. 


It is hardly within the province of the 
economist or the technician in market re- 
search to worry over the sociological or 
political abuses which may be furthered 
by surveys of one kind or another. A sur- 
vey is a tool. The benefit society derives 
from this tool depends not on the exist- 
ence of the tool but on the motives and 
the skill of the man who uses it. Few of us 
would be willing to lose the benefits so- 
ciety has derived from chemical analysis 
because chemists have adapted certain 
elements to use as a cruel and barbarous 
weapon of war; nor should we be willing 
to get along without the social profits 
electricity has given us because the elec- 
tric chair is a common method of capital 
punishment. 

Unquestionably, surveys of opinion 
have been used in doing political mis- 
chief—and will again be so used. But the 
point at issue is not the elimination of 
surveys, but the education of their users 
to a point of knowledge where they can 
use them with discrimination. Properly 
devised and conducted, surveys yield 
new and usable knowledge. 

Rather than a consideration of the 
misuses of surveys, discussion ought be 
focused on their proper use. Each of the 
three fundamentals mentioned earlier 
merits brief comment—not as a method 
of disposing of them but as a method of 
calling attention to the thinking that 
should be done on them. 

First is the question of the objectives 
of the survey: unless its purpose is to re- 
veal ignorance on a subject, no survey 
should be based on asking people their 
opinion on subjects of which they have 
no knowledge or for information they do 
not possess. Put down in type, this state- 
ment sounds like a truism. Yet many of 
the people who make administrative de- 
cisions in business know little of the tech- 


nique of making surveys, and attempt to 
get answers to questions that cannot be 
answered by the people who must in- 
evitably be surveyed. 

Questions which ask people what they 
would do if they faced a hypothetical 
situation can rarely yield results having 
significance. Questions which ask people 
to derogate their own characters, habits, 
or actions will rarely be answered with 
frankness. Questions which ask people to 
account for their random or trivial de- 
cisions over a period of time can rarely 
be answered accurately. Too many sur- 
veys put people in the embarrassing po- 
sition of having to answer with a yes ora 
no the classic question, “Do you still 
beat your wife?” 

One of the reasons that there are as 
many misleading surveys as there are is 
that no concise set of rules for appraising 
the surveyability of a question can be 
formulated. The man responsible for 
launching a survey should first ask him- 
self, ““Can and will people tell me what 
I want to know?” 

Second is the problem of phrasing the 
questions actually to be asked. Anyone 
who has had any considerable experience 
with surveys knows that the way a ques- 
tion is asked influences to some extent 
the way it will be answered. But it would 
be a rash researcher who would say that 
he could devise an objective and neutral 
way of asking all questions. One again, 
honest and experienced judgment must 
dictate the phrasing of the questions. 
There are no foolproof rules. Psycholo- 
gists have studied the problem of phras- 
ing questions for a good many years with 
no more helpful general conclusion than 
this: You should always employ a psy- 
chologist to phrase your questions. 

A conscientious endeavor to write 
questions clearly and without bias is the 
sole formula that can be given. Talking 
the questions over with others not sub- 
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jectively interested in the immediate 
problem will help. But the surest way of 
finding out how good questions are is to 
ask them of the people who will be cov- 
ered by the survey. That does not mean 
to hire someone else to ask the questions. 
It means that the man in the front office, 
whose decisions must be based on the 
findings of the survey, should himself go 
out and ask the questions in a sufficient 
number of cases to feel confident in their 
adequacy, or to revise them to the point 
where he can be confident. 

A third question relates to the control 
of the sample both as to quality and ac- 
curacy. This problem has two aspects: 

a. Does the sample represent the larger 


group for the particular chacteristic 
being studted? 


b. How accurate are the results? 

By “control” is meant that the selec- 
tion of respondents must be made by the 
person conducting the survey, and not by 
the respondents themselves. Mail sur- 
veys, particularly, fail to meet this im- 
portant criterion. 

Quality control requires that each 
characteristic of the group which might 
be associated with, or affect the results of 
the survey, must pe represented propor- 
tionately in the sample. Thus, in apprais- 
ing markets, control by economic levels, 
sex, age, and geographic distribution are 


usually considered minimum essentials. 

If a sample has controlled quality, 
then accuracy in large samples is deter- 
mined solely by the number of individual 
sampling units and not by the relation of 
the size of sample to the larger group. A 
good sample of 1000 persons would give 
practically as much information about 
the people of the U. S. as a whole as the 
same size sample would about the people 
of New York State having only one- 
tenth the population. 

There are obviously other points to be 
considered in directing surveys. But they 
are subordinate to these three. 

Until those of us who practice the 
technique of market research succeed in 
convincing those who use the results: of 
surveys to discriminate among surveys, 
and to appraise them from these points 
of view, surveys will be misused, and 
many misleading surveys will stigmatize 
the few accurate and conscientious sur- 
veys. 

It was probably Emerson who wrote, 
“No one can make a product so ill and 
so cheap that someone else cannot make 
it worse and cheaper.’”’ He might have 
added, “‘and find someone to buy the 
worse product,” We can as aptly say 
that no one can want a misleading and 
biased sales point that he cannot find 
someone to devise a survey to produce it. 


SOME FURTHER POINTS ON PUBLIC OPINION POLLS 


EDWIN E. GHISELLI 
University of California 


LANKENSHIP’S preceding article deal- 
B ing with criticisms of public opinion 
polls, and Lockley and Watson’s rejoin- 
der raise the following problems which 
the writer feels need further clarification: 
1) the form of the question, 2) public 
opinion polls as a measuring device, 3) 
the effects of knowledge of the results of 


opinion polls upon the political behavior 
of the public. 


THE Form or THE QUESTION 


Since Muscio’s’ early experiments 
which so clearly showed that the manner 


1 Muscio, 


B. “The Influence of the form of a Ques- 
tion. 


” Brit. J. Psychol., 1916, 1, p. 351. 
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in which a question is worded is an im- 
portant factor in determining the nature 
of the responses elicited therefrom, crit- 
ics of the questionnaire method have 
been too prone to raise the cry, “leading 
question,” without adequately analysing 
the meaning of the term. The term “‘lead- 
ing” is loosely applied to all questions 
which tend to predispose or force one 
rather than another type of response. 
Four different types of questions which 
force responses may be differentiated, 
namely, truly leading questions, unan- 
swerable questions, questions which 
yield perfunctory responses, and ques- 
tions which attempt to specify the situa- 
tion. 

Strictly speaking, a leading question is 
one which predisposes the respondent to 
answer in an incorrect fashion. The clas- 
sic example of a leading question, “Do 
you still beat your wife?” is always 
quoted with the implication that the re- 
spondent has never indulged in such be- 
havior. When asked of a wife beater, the 
question is, of course, perfectly respect- 
able. When asked of a person who has 
never done such a deed, the question is 
not a leading one, but rather an unan- 
swerable one. Many comparable ques- 
tions are used in market research, such as 
“What brand of cigarettes did you pur- 
chase last?” Investigators using this 
question never express surprise when the 
respondent answers, “‘None.’’ However, 
if the respondent were held to the literal 
meaning of the question, this answer 
would be unacceptable; only the name of 
a brand would be an adequate answer. 
The presumption is just as strong that 
the respondent to the first question is a 
wife beater as that the respondent to the 
latter question is a purchaser of ciga- 
rettes. Therefore, if the one question is 
termed leading, so also must be the lat- 
ter; but as a matter of fact neither is 
leading but rather both are inapplicable 


to certain types of individuals, non-wife 
beaters in the one case and non-cigarette 
purchasers in the other. 

A perfunctory question is one which 
the respondent answers in a mechanical, 
careless, or superficial fashion. The an- 
swers in this case are also forced, not by 
the wording of the question but by the 
attitude of the respondents. A typical 
question of this sort is, “When you go 
into a department st-re do you expect 
courteous service?” It is a safe bet that 
100% of the respondents will answer yes. 
Many of them do consciously expect such 
service and therefore answer affirma- 
tively. The probability is that there will 
be others who have never raised this 
question in their own minds or who have 
never considered the matter very seri- 
ously. These respondents will also an- 
swer yes: when the problem is raised 
they will feel, on the spur of the moment, 
that they should expect such service. 
This is the type of question to which 
General Johnson is referring when he ob- 
jects to interrogating the public on some 
matter on which they have no real opin- 
ion. 

The last question of this type is one 
wherein the investigator is attempting to 
specify the situation. The basic formula 
is, “Given such-and-such conditions 
what course of action do you think is the 
best?” As with leading questions the 
wording may influence the answers, but 
the attempt is to limit the background 
on which the respondent makes his judg- 
ment rather than to force him to make 
an incorrect answer. Lazarsfeld? has 
pointed out in market research studies 
that if one asks, “What led you to pur- 
chase the brand of X that you are now 
using?” the answers will not be psycho- 
logically homogeneous. Some respond- 
ents will answer on the basis of the out- 


? Lazarsfeld, P. F. “Psychological Aspects of Market 
Research.” Harvard Bus. Rev., 1934, XII, p. 64. 
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side influences which have been brought 
to bear on them such as advertising, ad- 
vice of the dealer, etc.; others will an- 
swer on the basis of the attributes of the 
commodity such as color, quality, etc.; 
and others will answer on the basis of 
their personal tendencies or habits saying 
such things as “I always buy at Y’s store 
and he only sells brand X.” Therefore, 
the above question will not yield useful 
information as to the determinants of 
buying behavior since the respondents 
will interpret the question differently. 
Lazarsfeld recommends in such cases 
that one should specify the situation, fo- 
cusing attention either on influences, at- 
tributes, or tendencies; asking, for ex- 
ample, ““What characteristics of brand X 
led you to purchase it?” 

Blankenship cites the following as a 
leading question, “Do you think that 
any decision between war and peace for 
this country should be submitted to pop- 
ular vote, even though it might mean de- 
lay, or would you prefer to leave the war 
decision to Congress?” While it may be 
true as Blankenship suggests, that the 
phrase, ‘even though it might mean de- 
lay,” puts the referendum plan at a dis- 
advantage, nevertheless, it specifies the 
situation in a very necessary way. If it 
were excluded some respondents might 
not take into consideration the inevit- 
able fact of delay while others did. The 
responses would not be homogeneous; 
the question would have one meaning for 
some respondents and another for others. 
Actually, one would be falling into the 
unsound procedure of combining the an- 
swers to two different questions. The fact 
that the phrase which is used to specify 
the point of reference may throw one 
choice in a bad light cannot always be 
helped. The physician, seeking to dis- 
cover whether the patient would prefer to 
take a bitter pill rather than to stay in bed 
for an extra day must call the pill bitter. 


Pustic Opinion Pouts as 
MEASURING DEVICES 


It has been said that polls give a quan- 
titative measure of opinion. This is true 
only in one sense. Measurements may be 
of either of two sorts, counted measures 
or measures along some scale. Counted 
measures imply that individuals may be 
differentiated qualitatively. In many in- 
stances the constituent items can easily 
be so differentiated; it is relatively easy 
to differentiate sheep from goats, and 
men from women. In other instances, 
however, such a qualitative differentia- 
tion is more difficult. There is no clear 
difference between the young and the 
old, the tall and the short. In these cases, 
the differences between the two opposing 
groups are not qualitative but rather 
quantitative. The groups are differenti- 
ated by some arbitrarily selected point 
on the scale which measures the variable 
under consideration (as a scale of age, or 
of height). 

In public opinion polls on a given is- 
sue, the respondents are usually asked to 
state which of two opposite viewpoints 
they hold. Such a procedure assumes 
either of two things: 1) the opposite poles 
of opinion on any issue are qualitatively 
different, or 2) counted measurements 
give results directly comparable with 
measurements along some scale. The way 
in which the results of public opinion 
polls are interpreted strongly suggests 
that the latter is the assumption which 
is made. This assumption implies that 
the proportion of people responding in 
one or the other of two ways, is a meas- 
ure of their degree of favorableness or un- 
favorableness. The fallacy of such an as- 
sumption is obvious. If half of a group of 
people favor a given issue and the other 
half do not, it does not necessarily follow 
that there is no particular strength or po- 
larity of opinion one way or the other. It 
might be that those who answer nega- 
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tively are only slightly unfavorable, 
being just over the borderline, while 
those who answer positively are strongly 
favorable. In this case, there would be a 
distinct preference on the part of the 
public which a percentage (counted 
measure) would not reveal. 

In an investigation wherein opinions 
concerning the sincerity of advertising of 
a number of common brands were stud- 
ied, the writer® found that the percent- 
age of people expressing the belief that 
the advertising for a given brand was 
sincere, gave different results from the 
measurement of that belief along a con- 
tinuous scale. For example, only 26% 
of the respondents expressed the belief 
that Palmolive soap advertising was sin- 
cere, yet on a continuous scale on which 
0.0 indicated complete disbelief, 1.5 un- 
certainty, and 3.0 complete belief in sin- 
cerity, the average degree of belief was 
1.9. If the percentage of favorable re- 
sponses were taken as an index of the 
degree of belief it would be concluded 
that there is a fairly strong tendency to 
disbelieve the sincerity of Palmolive ad- 
vertising. Whereas, if attitude were meas- 
ured on a continuous scale, the opposite 
conclusion would be reached. 


Tue Errects oF KNOWLEDGE OF 
THE RESULTS OF OPINION POLLS 
ON THE PoLiricAL BEHAVIOR 
OF THE PuBLIc 


In their article, Lockley and Watson 
contend that it is not within the province 
of the editors of a public opinion poll to 
consider the effects of the public’s knowl- 
edge of the results on their subsequent 
behavior. This is a question of social 
ethics which is beside the present dis- 
cussion. However, inasmuch as it is a fac- 
tor which possibly bears upon the very 

8 Ghiselli, E. E. “‘All or None versus Graded Response 


Questionnaires.” 7. Applied Psychol., 1939, XXIII, p. 
405. 


existence of public opinion polls, it will 
not be amiss to examine such evidence on 
the matter as is available. The general 
contention is that poll results, when pub- 
lished, influence the public to fall in line 
on the popular side of the issue. This is a 
so-called “‘band-wagon” theory. Blank- 
enship has presented some evidence on 
this point, but we may consider below 
Gallup’st more complete analysis. 

1. Negative instances. It follows from 
the “band-wagon”’ theory that if a poll 
indicated a majority for one candidate, 
that candidate should win by a greater 
majority. Gallup presents a number of 
such instances where a poll indicated a 
majority but nevertheless the vote was 
equal to or less than that predicted by 
the poll. The following two cases will 
suffice as examples. 

The Literary Digest Poll pointed to an 
overwhelming majority for Landon over 
Roosevelt in the Presidential election in 
1936. At that time, according to Gallup, 
the Digest poll commanded a much larg- 
er audience than his poll which indicated 
Roosevelt as the nation’s preference. 
Nevetheless, Roosevelt won by a land- 
slide. Furthermore, in those states where 
the results of the Digest poll were given 
wide circulation through newspapers and 
radio, and other polls had very little pub- 
licity, the Roosevelt majority was just as 
large as in other states. 

In 1937, the Gallup Poll conducted a 
series of surveys relative to the Reading- 
O’Brien mayoralty election in Detroit, 
the results of which were reported daily 
in the Detroit News. On October 27 a 
poll of 11 wards showed a majority of 
68% for Reading. The next day a poll of 
13 wards showed 66% for Reading; the 
next day with 16 wards, 66%; the next 
day with 19 wards, 66%; the next day 
with 22 wards, 66%; and the last day 


‘Gallup, G. H. “Gallup Polls,” Special Reprint, 
The Washington Post, Oct. 1939. 
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with 22 wards, 65%. The actual vote for 
Reading was 63%. Not only did publica- 
tion of the results of one day’s poll have 
no influence on that of the subsequent 
days, but they also had no effect upon 
the final vote. 

2. Analysis of trends. If the “band- 
wagon” theory were valid, then knowl- 
edge of the majority opinion should pro- 
duce, on subsequent pollings, a stronger 
and stronger trend towards agreement 
with that opinion. The previously men- 
tioned case in Detroit is one instance 
where such a trend was notably absent. 
Gallup has analysed over a period of four 
years, the trends of opinions of 45 is- 
sues by means of successive polls, the 
results of each poll being made public. 
In two thirds of the cases the trend was 
downward. Thus, as Gallup says, “even 
after majority sentiment was made known, 
the voters tended to shift away from the 
popular side.” 

3. Belief versus behavior. \t is difficult 
to account for third parties by the 
“band-wagon”’ theory. On the basis of 
this theory one would expect that people 
would vote for the candidate they ex- 
pected to win. The evidence, however, 
indicates that this is not necessarily the 


case. The smaller third parties continue 
to receive votes even though the great 
majority of them must be convinced that 
their candidate has little or no chance to 
win. Gallup has presented evidence that 
this actually does occur. For example, 
his polls regarding the 1936 Presidential 
election indicated that whereas 80% of 
Lemke supporters were sure that he 
would lose, they were going to vote for 
him anyway. 

4. Poll readers vs. non-poll readers. The 
crucial scientific experimental procedure 
is to compare the performance of two 
groups of individuals equal in all respects 
except in terms of the variable under 
study. Using this procedure, the Gallup 
Poll interviewed Republicans and di- 
vided them into two groups, those who 
followed the polls of public opinion, and 
those who did not. All respondents were 
asked what candidate they preferred for 
the 1940 presidential election. At that 
time the Gallup polls indicated that Re- 
publicans favored in order, Dewey, Van- 
denberg, and Taft. Both experimental 
groups expressed that same order of pref- 
erence. Furthermore, the percentage fa- 
voring each candidate was practically the 
same for both groups. 














RELATIONS BETWEEN COLLEGES AND BUSINESS 


INTRODUCTORY REMARKS 


PAUL T. CHERINGTON 
Partner—Mc Kinsey & Company, New York City 


Eprror’s Note: The brief statements that follow are 
portions of papers read at one of the Spring Meetings of 
the American Marketing Association in New York City. 
This particular session was held on May 11th and was 
under the chairmanship of Paul T. Cherington. 


E HAVE for discussion this morn- 

\ V) ing three phases of the relation be- 
tween education and business. It is our 
hope that with respect to each our dis- 


cussion may lead to some concrete and 
specific action. 


I. CoOPERATION BETWEEN BUSINESS 
MEN AND MARKETING PROFESSORS 


The first question which we are going 
to try to bring into sharper focus is the 
matter of cooperation between business 
men and marketing professors, in con- 
nection with market surveys and field 
work. 

Business men are constantly being 
asked for teaching material and many 
are prepared to supply it; but there is a 
somewhat more elusive problem involved 
in the matter of using field investigations 
as class-room work material. 

Some professors have been obliged to 
give up this kind of cooperation alto- 
gether because of the demands it made 
on them and on their students. Others 
have found it difficult to get together a 
satisfactory grouping of material, or to 
get problems of this kind which could be 
pooled together into a course or fitted in- 
to a class schedule which must be ar- 
ranged for months in advance. 

Nevertheless there seems to be a good 
deal of ground for cooperation if the 
work to be done is of a sufficiently ma- 
ture character to justify undertaking it 
at all. 
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There is also the question of whether 
work of this kind done by students ought 
to be paid for, and if so, on what basis. 
All of these things ought to be worked 
out on a better footing than the hap- 
hazard one which now prevails. 


II. WHat Kinps or GRADUATES 
AreE Cominc Out or MARKETING 
CouRSES 


A second question of great importance 
is whether marketing courses are pro- 
ducing the kind of people they should. 

Every day I receive at least one re- 
quest to hire somebody as a market re- 
search worker. The large number of ap- 
plicants compared with the small num- 
ber of jobs sometimes appalls me. If I 
could hire a loft in New York somewhere, 
and send to it all of those who apply to 
me for jobs I would soon have an im- 
pressive collection of people not in a po- 
sition to do anything very constructive, 
notwithstanding the fact that certain 
individuals among them might be good. 

A great many of the applicants who 
come to me arouse the suspicion that 
they are greatly interested in marketing, 
or especially in market research, because 
they are too shy or too lazy to try to sell 
things and have not the technical knowl- 
edge to do much of anything else. 

I think colleges ought really squarely 
to confront the problem as to what they 
could best aim at in conducting market- 
ing instruction. They certainly cannot 
give more than a smattering of technical 
facility; and to a large extent, they can- 
not fill the mind of the student with use- 
ful factual material. The real question is 
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what can they do and to what extent do 
they really try to develop the type of 
thought habits and reasoning ability and 
other qualities requisite for satisfactory 
marketing work? 

Something should be done to develop 
from high grade marketing practitioners 
a formulation of a set of job specifica- 
tions, for marketing operatives; and 
from the colleges a better indication of 
what they can do to meet them. 


III. MarKeTING CourRsEs 


The third question is the broad one of 
what constitutes good education for mar- 
keting. 

A short time ago a marketing man or 
distribution consultant in an eastern 
state was informed by the State Tax 
Commission that he was not practicing 
a profession, but was conducting a busi- 
ness and hence was subject to a business 
tax covering several years, with fines and 
penalties for not having paid it before. 

In the course of the hearings on this 
case it was brought out that, by defini- 
tion worked out by the State Board of 
Education, a profession must be an ac- 
tivity for which there are given in educa- 
tional institutions groups of courses lead- 
ing to a degree in that specific subject. 
Chiropody, beauty parlor operation, 
horse-doctoring, undertaking, are in that 
state, all professions. Distribution con- 
sulting, marketing research, any sort of 
marketing work as now practiced is de- 
nied professional standing; and operators 
in it must pay the business tax like a 
tobacconist or grocer. 

This incident gives a practical twist to 
the question as to whether marketing 
really is growing up to its full responsi- 
bilities, or whether it is suffering in col- 


leges, and as a profession, a sort of ar- 
rested development. Marketing, to be 
sure, is not as broad as economics; but it 
certainly is a good deal broader than 
even the most advanced work in sham- 
pooing. 

A recent study of the catalog descrip- 
tions of the marketing courses given in 
about 50 leading American colleges re- 
veals a sad paucity of invention in such 
work, and raises a suspicion that much of 
this work is being given from outlines 
and course-plans prepared long enough 
ago to be in need of review. The Associa- 
tion might well undertake a careful scru- 
tiny of this subject. I am of the opinion 
that either the colleges are not doing an 
adequate job in the development of this 
branch of economics, or that they are not 
telling very intelligently or convincingly 
about what they are doing. I think that 
if I were still a teacher of marketing I 
should begin to agitate wildly for a con- 
ference on the teaching of marketing. 
And at it I should want to have a frank 
discussion of a lot of questions: 


Why is there so little uniformity in mar- 
keting courses? 
Why is there so much? 


Why does nobody give a degree in 
marketing? 

Why has the content of marketing courses 
shown so little progress over ten years? 

Why are so many courses described as if 
they were factual cramming sessions? 

Isn’t the marketing teaching patter slov- 
enly and misleading? 


Is there nothing to marketing but “cases” 
and “‘problems”’? 


These are just a few of the questions 
I should like to bring out and give an 
airing. 








AN EXPERIMENT WITH COLLEGE QUESTIONNAIRES 


G. L. PIPPETTE 


Assistant Sales Manager 
The Carter’s Ink Co., Boston 


N THE good old days when orders came 
l in the front door faster than we could 
ship them out the back door our most 
dificult job was soothing dealers who 
complained about delayed shipments. 
But in recent years we have learned that 
in order to maintain our position of lead- 
ership in the industry, we must consider 
the consumer’s viewpoint as vital. And 
so for a number of years, taking one 
product at a time, we have been putting 
each of our packages under the micro- 
scope. We have made countless calls on 
large and small users of our products. 
We have asked them what they like 
about our packages and what they don’t 
like. We have invited suggestions as to 
how our products could be improved. 
The result has been better looking and 
more convenient packages, and a defi- 
nite improvement in their contents. 

A recent case is interesting. We are 
developing a new writing set which 
seems far better than anything now on 
the market. This item seemed perfect to 
us, but we placed fifty advance models 
with people whose opinions we valued, 
watched them assemble the model and 
then after a couple of weeks asked 
them how the item was working in every- 
day use. As a result of this experiment, 
we found twenty-six points which needed 
improving. Now our engineering depart- 
ment is hard at work overcoming these 
difficulties. When their improved model 
is ready we will repeat the process and 
no doubt we will find additional things 
to be improved before this new item is 
released to the trade. And yet, only a few 
years ago we would have offered this 
item to the trade just because we 
thought it was good—and would have 
had to be satisfied with the results. 
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Now, having established a policy of 
applying a yardstick to all our products, 
old and new, we go a step further. We 
realize that in order to cure a disease we 
must first locate the disease. Although 
we are at the top of the industry and al- 
though we are making pleasing profits, 
we recognize that certain parts of our 
lines are not in as strong a position as 
others. Carrying out this thought we 
attempt to learn, through surveys, just 
which of our lines are lagging. We knew 
that we were not in as strong a position 
on two ounce inks with the college trade 
as one of our competitors. This other 
manufacturer spent a great deal of mon- 
ey a number of years ago in cementing 
his position with the college student. 
We wanted to know just what this situa- 
tion was and in so doing to discover 
through user opinion a possible key to 
the remedy. So we prepared a question- 
naire to be submitted to college students 
throughout the country and then went 
about the job of getting these question- 
naires filled out. Our experience in this 
connection may prove interesting. 

Two types of questionnaires were 
used. The first supplied all the answers 
and simply needed checking. The sug- 
gested answers we provided were based 
on reasons given by a large number of 
consumers on whom we had personally 
called. In tabulating the reasons for 
brand preference which these people vol- 
unteered we found that they followed a 
pretty definite pattern. The other type 
asked for “yes” or “no” to certain ques- 
tions but when we came to asking the 
reason for brand preference, we left it to 
the consumer to supply his reason with- 
out help. 

In order to determine the relative 
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merits of the two types of question- 
naires, we asked schools to try both 
types, the first in certain classes and the 
second in others. The effectiveness of 
the two types proved to be about equal. 
Those filling out the type which supplied 
the answers added some reasons of their 
own, while the answers supplied on the 
other type fitted into the standard pat- 
tern pretty generally. 

What type of questions were asked? 
We asked the name of the brand being 
used at present, and whether the person 
always bought this brand. If he did, we 
asked his reason. Two ounce inks of some 
makers retail for 10¢ while those of 
others sell for 15¢. Thinking that price 
psychology might have some bearing on 
the situation, we asked each person 
whether he felt that a 15¢ ink was neces- 
sarily better than a 10¢ one of the same 
size. Some Ink manufacturers are also 
Fountain Pen manufacturers so we asked 
whether the person considered an ex- 
clusive ink manufacturer or a fountain 
pen manufacturer best fitted to make 
good ink. We asked whether a reliable 
dealer could get the person to change 
brands. Some writing inks are packed in 
individual cartons, some including ours 
are not. So we asked the students whether 
they considered cartons an advantage or 
a nuisance and then asked their reason. 

Our first test was at Northeastern 
University at Boston. We learned enough 
from this experiment to want to pro- 
ceed with other colleges in different 
parts of the country. We wrote eleven 
colleges and received replies for the 
most part encouraging. All except one 
agreed to cooperate. In writing the col- 
leges, we outlined the plan on a coopera- 
tive basis. We suggested to them that in 
helping us, they would provide for them- 
selves a tangible example of a marketing 
project for use in their classes. We prom- 
ised to do the tabulating of the question- 


naires they sent in, to let them have a 
copy of the result and finally to send 
them a master tabulation covering all 
participating colleges. 

Only one turned us down. They said, 
“We used to do a lot of this work but re- 
quests became so numerous we have had 
to establish a rule against this sort of 
thing. Your plan comes nearer the stu- 
dents’ interest than most others but we 
feel we cannot make an exception.”’ Two 
professors agreed to cooperate if we were 
willing to pay a small fee to a student 
whom they might select. The professors 
explained that their policy did not per- 
mit commercial research work in classes. 
We asked each of these professors to se- 
lect a student to take care of 100 ques- 
tionnaires. We left the price to the pro- 
fessor. For one lot we paid 1o¢ a ques- 
tionnaire and for the other 15¢. One 
teacher wrote that because of a deluge of 
requests similar to ours they had es- 
tablished a policy of refusal on such re- 
quests as ours. Because the plan looked 
interesting to him, however, he agreed 
to break the rule and had 165 question- 
naires filled out in his classes. Four were 
glad to cooperate by having question- 
naires filled out in their classes and from 
these colleges we received 300, 95, 300 
and 350 questionnaires respectively. One 
offered to have as many as 3,000 ques- 
tionnaires filled out in classes. We asked 
for 150 which we thought enough to give 
us a good cross section. This professor 
went a step further. Previous to having 
the questionnaires filled out, he con- 
ducted several forums in his classes deal- 
ing with the makeup of the question- 
naire. Based on the results of these ses- 
sions, we made up a special question- 
naire for him. His ideas were so good we 
were sorry that the work was already un- 
der way at the other colleges. His ques- 
tionnaire was much better than the one 
we designed. Another professor had 200 
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questionnaires filled out and he too sug- 
gested improvements which led us to 
make up a special questionnaire for him. 
When the job was done he wrote us an 
interesting letter suggesting certain an- 
swers to our problem. Still another co- 
operated by having 100 questionnaires 
filled out in classes and then went to 
work on an independent study of our 
situation. During several sessions he and 
his students made up a questionnaire 
with an approach entirely different from 


ours, made a survey and sent us a very 
nice report. 

Our experiment was a success. We 
learned a lot of things we wanted to 
know. While some things we learned 
were not as pleasant as we might have 
hoped for, we know where we stand on 
10¢ writing inks in the college field. 
Knowing this we are in a position to fig- 
ure out ways and means of improving 
the situation. 


HOW MARKETING INSTRUCTION CAN BE IMPROVED 


DALE HOUGHTON 
New York University 


HAVE been given this opportunity to 
l suggest what can be done by the non- 
teaching members of the association to 
help improve the teaching of marketing 
subjects. First, let me say that the non- 
teaching members have already been of 
great assistance to the teachers in pro- 
viding teaching material and marketing 
problems for class-room use. One big 
problem in teaching any course is what 
is called “‘course material.’”’ No matter 
how much experience a teacher has had 
in business, before taking up teaching 
work, it is necessary constantly to add to 
his course material. This is the teacher’s 
individual responsibility. The progress 
that has been made in the teaching of 
marketing is due primarily to the ef- 
forts of the individual teachers in build- 
ing their courses, and keeping them up- 
to-date. Business men, both within the 
association and outside of it, have been 
generous and cooperative, in most in- 
stances. I believe this basic problem of 
gathering teaching material can be im- 
mensely aided by putting certain ma- 
chinery in motion. I therefore submit, for 
consideration, the following program of 
action: 


1. Organize in each chapter an educa- 
tional committee with the following 
objectives: 

(a) to facilitate the gathering and dis- 
tribution of teaching material, in 
the form of both solved and un- 
solved marketing problems. 

(b) to encourage business executives, 
or their assistants, to make more 
visits to marketing classes to tell 
of the problems they have solved, 
and how they solved them, and to 
present unsolved problems for the 
class to work on. 

2. Expand the existing machinery of the 
association, to facilitate the distribu- 
tion of teaching problems and teaching 
material developed by the educational 
committees of the various chapters. 

3. Have each chapter make an effort to 
broaden its membership, on a selective 
basis, so that the practical experience 
of the members will more nearly co- 
incide with the range of marketing 
subjects taught in the colleges and 
universities. 


The bringing together of business and 
university through the activity of the 
various educational committees might be 
an excellent means of broadening the 
sphere of influence of the American Mar- 
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keting Association. It is the aim of a 
marketing teacher to make his courses as 
interesting and as practical as possible. 
The cooperation of an educational com- 
mittee in each chapter which would take 
an active interest in bringing the class- 
room closer to business, and business 
closer to the class-room would be of 
great value both to business and to 
teaching. It would also make marketing 
courses more interesting to students be- 
cause it would give them that feeling 
of contact with reality. Such a feeling has 
a tendency to arouse interest in the sub- 
ject and that, believe it or not, is just as 


important a part of the teaching job as 
the diffusion of knowledge and the de- 
velopment of correct mental habits. 

I am sure that I voice the sentiments 
of the teaching members of the associa- 
tion when I express thanks to the non- 
teaching members for their initiative in 
arranging this forum. I hope that action 
will follow with the ultimate result that 
the business men and women of the fu- 
ture who will be responsible for distribu- 
tion will receive the kind of systematic 
training that will make them most use- 
ful to the businesses that employ them, 
and to society. 


SERVICES FOR SALE 
G. W. KITTRIDGE 


Assistant Personnel Manager 
Armstrong Cork Co., Lancaster, Pa. 


HILE there is no hard and fast 

W specification which will infallibly 
indicate what we are seeking in the col- 
lege graduate we select for sales training, 
a few of the qualifications which we con- 


sider, not necessarily in their order of im- 
portance, may be of interest. 


1. While “‘good looks” are by no means 
an essential, the student should have 
a personality which in some way com- 
mands attention. A commanding per- 
sonality without a record of accom- 
plishment is, however, not attractive. 

. Good health and a vigorous appearance 
are desirable. 

. A very important part of the physical 
make-up of the student is a good- 
speaking voice. 


wp 


w 


These first three qualifications which we 
consider first impression qualifications 
are extremely important as first impres- 
sions may be lasting impressions. 

4. Except for special jobs requiring spe- 
cific technical training, it makes little 
difference what subjects a_ student 
studies as long as he is taught to think 


clearly and logically and he develops 
the happy faculty of reaching a satis- 
factory solution to the problems which 
he is called upon to consider. 

5. A student who has worked his way 
through school surely has gained valu- 
able experience and, in addition, has 
demonstrated ambition, initiative and 
self-reliance. It is to be hoped, however, 
that he has not been deprived of the 
opportunity of gaining a balanced edu- 
cation which must, we feel, include a 
certain amount of social contacts. 

6. The applicant’s family and _ social 
background many times give us at 
least a clue to his possibility of success. 
We have had, however, some very 
interesting exceptions. 

7. Good character is, of course, an essen- 
tial quality. The school record should 
demonstrate readiness to accept re- 
sponsibility. Self-reliance without con- 
ceit, and real initiative with tact are 
very desirable characteristics. 

8. Leadership in campus activities is to 
us very important. The ability to get 
along with fellow students and to gain 
their respect while engaged in school 
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activities is essential. Whether the 
student’s interests are in athletics, 
campus politics, school publications, 
fraternities, honor societies, dramatics, 
church or welfare work, it matters 
little. What we are looking for are 
leaders. 

g. And, finally, we come to the contro- 
versial subject of grades. While it is 
our contention an outstanding man 
should be in the top quarter of his 
class, we are not looking for “grinds” 
and high grades if made at the expense 
of a balance between outside work, 
social life and leadership development 
activities. 

We admit we try to set up a high 
standard for our sales candidates. We 
also appreciate the fact that the colleges 
and universities have little control over 
the “raw material” which comes to them, 
but they do have a responsibility—a 
responsibility to make this raw material 
into an acceptable “product” by the 
time of graduation. When this time 
comes, the problem of placing the gradu- 
ate in a job is, in the last analysis, a mer- 
chandising problem—the problem of 
placing the product properly packaged 
before the potential buyer. As there are 
many hours of planning and hard work 
behind every package, so should there be 
worked out for every student, as early in 
the college course as possible, a program 
which when completed at the time of 
graduation will result in a record of ac- 
complishments of which both the stu- 
dent and the college will be proud and, 
incidentally, a record which will be at- 
tractive to the prospective employer. 

Particularly to you teachers of mar- 
keting and allied subjects may I make 
these following observations. 


1. Encourage your students to develop 
those qualities in themselves for which 
industry is looking. Participation in 
sports and outside activities do con- 
tribute to health and endurance and 


help develop sportsmanship, a quality 
greatly needed in business and every- 
day life. Students should take courses 
and participate in activities which help 
to develop poise, clear thinking, and 
self-expression—both written and oral. 
While we have found no definite cor- 
relation between sales ability and cer- 
tain courses of study, we do believe 
that students who excel in mathematics 
and science do think logically. 


. When interviewing college seniors who 


indicate an interest in a sales career, 
we always ask them this question: 
“Why do you make this occupational 
choice?” Invariably we get the answer: 
“Because I like to meet people.’ This 
answer, as you realize, could apply as 
well to a question concerning any serv- 
ice job, hotel clerkship, or gas station 
attendant’s work. The important thing 
this answer does convey to us is that 
there is, on the part of most college 
students, a lack of appreciation of 
sales work as a field of opportunity. 
This to us shows a real need for voca- 
tional enlightenment concerning the 
various forms of merchandising prac- 
ticed by different companies in the 
distribution of their products. Much 
can and should be done to correct the 
prevailing misconception which induces 
college men so often to look upon sell- 
ing as probably a last resort. 


. Make sure that students who specialize 


in merchandising courses do so_be- 
cause of a real interest in that field and 
not because the courses are considered 
“snaps.” 


. Last, but by no means of least im- 


portance, every merchandising cur- 
riculum should include some considera- 
tion of the biggest sales job a student 
will have—that of selling himself onto 
someone’s payroll. The planning of this 
sale is of great importance and the 
following several points might be profit- 
ably considered when helping the stu- 
dent to prepare his campaign. 
(a) Experience has proven that per- 
sonal contact with the prospective 
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customer is more effective than a 
“mail campaign.” 


(b) The help of a third party in ar- 


ranging for a desired interview is 
an accepted practice if so handled 
to avoid any reaction of using 
“pull.” 


(c) When an interview has been ar- 


ranged, a plan of action giving con- 

sideration to the following thoughts 

might be worked out. 

(1) Learn as much as possible 
about the organization repre- 
sented by the interviewer be- 
fore the time of the interview. 

(2) Make your occupational choice 
and know the reason why. 

(3) Tell your story in a straight- 
forward and natural way. 
Don’t put on a “show.” The 
interviewer will probably see 
through it. 

(4) Don’t be cocky but be ag- 
gressive. 

(5) Be courteous. 

(6) Take the initiative at the right 
time and don’t let the inter- 
view lull. 

(7) Remember the interviewer 
wants to know the answers to 
some questions he does not 
specifically ask, and from your 


sales talk and conduct in the 
interview is drawing his own 
conclusions. Plan the inter- 
view, therefore, to present your 
best qualifications. 

(d) Finally, if a personal interview 
is found to be impossible or im- 
practical, then write a letter of 
application—a straight-forward let- 
ter setting forth as briefly as pos- 
sible and yet completely the facts 
about the product being presented. 
Don’t resort to tricks—“attention 
getters.” We have a collection of 
these—most interesting reading— 
but we have not bothered to meet 
the authors. Above all, see that a 
picture is included—not a passport 
photograph but one which enables 
the recipient to see what the pack- 


age carrying the product really 
looks like. 


In closing now, let me sum up these 
few brief observations on our experience 
with college recruiting by saying that if 
with the help of his college advisors the 
student at graduation time has a good 
product to sell and plans an effective and 
properly timed presentation, we are con- 
fident that he will make his first and 
most important sale. 








THE INCIDENCE OF CHAIN STORE TAXES' 


JOHN F. DUE 
University of Utah 


HE PROBLEM Of the incidence? of the 
pooh levied upon chain stores has 
been the subject of considerable dispute 
but little detailed analysis in recent 
years. With such levies imposed by 
twenty-four states in 1939,’ the ques- 
tion is of sufficient importance to war- 
rant careful attention. 


INITIAL Price INCREASES 


When such a tax is imposed, the costs 
of the chain stores are increased. The 
stores will attempt to maintain their old 
levels of profit by boosting markup and 
thus prices sufficiently to pass on the 
tax and the increase in per unit cost of 
operation caused by the reduction in 
volume. 

If the field in question is dominated by 
the chains (all of which are subject to the 
tax) because of their inherent advan- 
tages in the field, a relatively large tax 
may be passed off in this manner, pro- 
vided that all of the chains act in the 
same way.’ Of course such action, if 
taken prior to the introduction of the 
tax, would have increased the profits of 


1] wish to express appreciation to Professor C. F. 
Phillips of Colgate University, who read the original 
manuscript, for several suggestions which have been in- 
corporated into the final draft of the article. 

2 That is, as to which groups in the economic system 
finally bear the burden of the levy, after all changes 
produced by the tax have occurred. 

5 Lee, Maurice W., “Anti Chain Store Tax Legisla- 
tion,” Yournal of Business of the University of Chicago 
12: 9, July 1939. 

‘Note Morrill, A. H., “It’s The Poor Who Pay a 
Sales Tax,” Nation’s Business, 20: 46-51, February, 
1932. The chain store argument on incidence usually 
stops at this point, the conclusion being that the con- 
sumers pay in full. 

5 It is assumed for the moment that the chains are of 
approximately equal size both as to number of units 
and average volume of business per store; thus the tax 
is a uniform percentage of receipts for all chains. 
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all the firms, but with the given strength 
of oligopoly, that is, the amount of at- 
tention each firm gives to the effect of 
its own action on the policies of its com- 
petitors, any increase was impossible. 
No one firm could act alone in raising, 
and unity of action among the firms was 
not sufficiently strong to allow increases. 
But the imposition of the tax raised the 
costs of all the firs; each firm realized 
that the other firms were similarly bur- 
dened and that, because of markup prac- 
tises common in the field, would raise 
prices by at least the amount of the tax 
provided the firm in question raised also. 
Since each reacts in the same way, the 
prices charged by all rise, and the burden 
goes on to the consumer. If pure competi- 
tion existed in the field, no firm could 
raise without great loss in volume, and 
the prices would remain at the old levels 
until some of the firms had gone out of 
business. If complete monopoly had ex- 
isted, increase by the full amount of the 
levy would not have been profitable since 
price was already at a level offering 
maximum profits.®° But with conditions 
of monopolistic competition and oligop- 
oly, the effect of the cost increase is to 
cause each firm to act in such a way as to 
bring the price nearer to the full monop- 
oly level because each firm considers the 
cost increase as an amount by which to 
increase markup in full. Only because 
the conditions in retailing are typically 
those of monopolistic competition and 
oligopoly’? is complete and immediate 

6 With constant cost and regular demand, a mo- 
nopolist would raise price by exactly one half the 
amount of the tax. See Brown, H. G., The Economics of 
Taxation, New York, 1924, pp. 102-108. 


7 This is not meant to imply that competition among 
retailers is not severe; the point is that the competition 
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shifting possible without the failure of 
any of the firms. 


THE Errect oF CoMPETITION OF THE 
INDEPENDENTS 


In many lines, however, the chains do 
not occupy such a dominant position, 
and are pressed by severe competition of 
independents and voluntary chains. 
However, the prices of the latter groups 
are almost universally higher than chain 
prices.* Under such circumstances, not 
only will each chain realize that the 
other chains will be in doubt as to 
whether or not to raise, but it will also 
realize that even if all do, the constant 
prices of the independent firms, even if 
they remain above the chain prices, 
make the demand curve very elastic, and 
render any price increase at all of doubt- 
ful gain.® If the stores are operating with- 
out excess profit, some attempt to in- 
crease prices is almost inevitable. If suc- 
cessive increases fail to eliminate losses, 
eventual exodus of some firms must oc- 
cur. If the differential advantage of the 
chains over the independents is solely 
one of price, and of such nature that a 
small reduction in the difference in 
prices will cause loss of virtually all 
chain business, this method of operation 
will be eliminated completely. The busi- 
ness of the chains will be taken by inde- 
pendents, as any increase in chain 
margins from exodus will lead to an in- 
flow of independents, serving to prevent 





is not of the traditional “free’’ type in which each firm 
sells as much as it produces at the market price, ignoring 
entirely the effect of its actions on those of its com- 
petitors. 

§ Beckman, T. N. and Nolen, H. C., The Chain Store 
Problem, New York, 1938, pp. 57-136. Although the 
average independent price is higher, in some lines some 
independent stores meet chain prices. 

* In other words, the average revenue curve will ap- 
pear to be so elastic above the old price as to be of less 
slope than average cost, the marginal revenue curve 
being vertical within the range of the old and new cost 


Curves; accordingly any price increase at all will merely 
increase losses. 


sufficient rise in margin to allow restora- 
tion of chain profits. If, on the other 
hand, chains possess other advantages, 
such as greater variety of goods offered, 
superior display methods, etc., for which 
there is a definite demand, chain mar- 
gins will rise as exodus occurs, despite 
the inflow of independents, since the lat- 
ter cannot in this case compete com- 
pletely with the chains. 

The result will be of this nature, like- 
wise, if the tax is not too great relative to 
the chain price differential, and if rela- 
tively large groups of buyers prefer any 
price differential at all to the higher 
quality offered by the independents.”® In 
the first case, the consumer will be in- 
jured despite the fact that the govern- 
ment obtains no revenue; this will be 
true in part in the second also, to the ex- 
tent that chains are replaced by inde- 
pendents not subject to the tax. All of 
the actual tax burden will be borne by 
theconsumers remaining with the chains; 
those shifting patronage will bear a bur- 
den for which there is no compensation 
to the state. Where both chain and inde- 
pendent possessed certain advantages, 
prior to the tax, each typeof organization 
was extended until the advantages, in- 
cluding price differences, balanced. The 
tax interferes with the operation of the 
chain by lessening its ability to sell more 
cheaply, reduces its advantages in rela- 
tion to those of the independent, and 
forces a readjustment of the relative 
spheres in favor of the independent. If 
the tax is sufficiently great, it will de- 
stroy the chain system entirely. 

In general, the greater the extent to 
which the size of the price differential 
between chain and independent is due to 
competition of chains among them- 


10 The fact that in many lines some independents 
meet chain store prices of course increases the elasticity 
of demand for the chain stores in situations of this sort 
and checks shifting. 
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selves, and is not necessary to maintain 
total chain volume, the more able will 
the chains be to pass on the burden to 
consumers. It must be noted that the re- 
lation of the tax to the size of the differ- 
ential of chain prices under independent 
prices shows almost nothing about the 
ability of the chains to withstand the 
tax. The difference persists only because 
of differentiation and quality difference; 
any reduction might transfer all business 
to the independents." 


THE SIGNIFICANCE OF Excess 
CHAIN SToRE PRoritTs 


On the other hand, when the chains 
earn excess profit, they are much more 
capable of resisting the effect of the tax 
than otherwise. Here, likewise, where in- 
dependents are weak, some price in- 
crease, perhaps by the full amount of the 
tax, or more, is likely, but not inevitable. 
The extent of the increase, if any, de- 
pends upon the estimate by the chains of 
the elasticity of demand in relation to 
cost conditions. If the demand is so elas- 
tic because of the presence of untaxed 
independents that at successively lower 
volumes, cost per unit approaches price, 
the chains will obviously not raise.!? This 
will of course be the case when the inde- 
pendents are strong, and the chains lack 
definite quality advantages. The tax will 
then be borne by the chains with no in- 
jury whatsoever to the consumer. If the 
tax takes part of normal profits as well as 
of excess, some exodus of firms is likely, 

1 Beckman and Nolen, op. cit., p. 136, take the 
position that since the tax is a relatively small part of 
the margin, it can be passed on to the consumers with- 
out substantial loss in volume. This does not necessarily 
follow. The latter fact is recognized by Lee, “Chain 
Store Tax,” Yournal of Business, op. cit., 12: 58-59, 
July 1939. 

12 That is, if the average revenue curve rises (at suc- 
cessively lower volumes of output) more slowly than 
the average cost curve, or if demand increases in elas- 
ticity so greatly above the old price that there is a verti- 


cal section in the marginal revenue curve, any increase 
will be unprofitable. 


though less than in the case in which 
only normal profits were earned. The fig- 
ures on retail profits presented in Beck- 
man and Nolen indicate that in many 
lines an extremely high rate of return on 
capital is earned by chains; apparently 
a fairly high tax can be borne by the 
owners without forcing liquidation even 
if no price increase is made. More typi- 
cally, however, where some chains in a 
field are earning excess profits, others 
are not. If the independents are weak, 
shifting is not likely to be checked by 
this condition. When, however, they are 
strong, the high-profit chains will not 
raise prices, and those with normal profit 
will find it almost impossible to raise and 
avoid bankruptcy. As they go out, some 
consumers may be injured since they 
lose their preferred stores; to the extent 
that the service provided by the remain- 
ing chains is similar to that of those go- 
ing out, there will be no substantial 
injury. The remaining chains will gain 
additional business which may to a large 
extent compensate them for the tax bur- 
den. The tax is thus borne in part out of 
monopoly profits, in part out of the low- 
er costs of operation on the part of the 
remaining stores produced by increased 
volume. 


DIFFERENCES IN NUMBERS OF 
Units 1n Various CHAINS 


The previous analysis is an oversim- 
plified statement of incidence, since it is 
based on the assumptions that the num- 
ber of stores in the chain systems and the 
average volume of business per store are 
approximately uniform for all the firms 
subject to the tax. Neither of those as- 
sumptions is truly representative of the 
actual situations except possibly in rare 


18 Chain Store Problem, op. cit., p. 151. The average 
earnings per dollar of net worth for twenty-six major 
chains in four lines for 1929 was 18.3%, for 1932, 10.8%, 
for 1936, 17.3%. The interesting problem of how limita- 
tion of entry is maintained cannot be answered easily. 
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instances. In the first place, the number 
of units in the systems varies widely. 
Since the tax rates are graduated accord- 
ing to the number of units, the tax bur- 
den expressed as a percentage of sale 
price will be greater in some cases than 
in others. Where one or a group of large 
chains of approximately equal size con- 
trol most of the total sales volume, reac- 
tions from the tax are not likely to differ 
substantially from thosedescribed above. 
The chains bearing lower taxes may raise 
prices to the same extent as the large 
chains, thus increasing their profit per 
unit. However, they may consider it 
more profitable, if not afraid of retalia- 
tion by the larger chains, to raise only 
sufficiently to cover the tax which they 
bear; they may even consider it undesir- 
able to raise at all, as they will benefit 
from increased volume as the larger 
chains raise. If they raise as much as the 
large chains do, the consumers bear a 
burden greater than the amount of the 
tax. There is not likely to be any perma- 
nent gain to the smaller chains, as the 
excess profits created will draw new 
firms into the field. If both groups in- 
crease by the exact amount of the tax 
which they bear, the consumers will bear 
the entire tax burden. If the smaller 
chains do not raise, their tax burden is 
absorbed in the cost reduction.” In the 
cases in which the smaller chains fail to 
raise, the effect on the profitability of in- 
creases by the larger chains is similar to 
the effect of failure by the independents 
to raise, as described above. If the large 
chains have price’ or quality-service ad- 


4 To simplify the exposition, the term “large chain” 
is used in the following paragraphs to refer to chains 
with a relatively large number of units. 

‘8 Since the larze chains lose what the small ones gain, 
the real burden is on the owners of the larger chains, if 
excess profits have been earned, or on the customers of 
this group, if prices are boosted further to compensate 
for the higher cost at reduced volume. 

6 See Beckman and Nolen, op. cit., pp. 110, 117. 


vantages, they can shift most or all of 
the burden; if not, they must bear the 
tax out of excess profits, or in the ab- 
sence of the latter, contract the size of 
their systems until their tax burden is 
not greater than that of the other stores. 

If the larger chains control only a 
small percentage of the total business, 
the majority of the latter being done by 
smaller chains subject to the tax, the 
latter, provided that the position of the 
independents allows, will normally raise 
prices sufficiently to cover the tax in the 
manner previously described.'’ The 
larger stores will have even greater diffi- 
culty, cet. par., to raise prices sufficiently 
to pass on the full tax burden than in the 
case above and will be able to do so only 
if they have great price or quality-serv- 
ice advantages. Otherwise, as in the case 
above, they must bear the burden out of 
excess profits, or contract in size; in the 
latter case, the tax burden is reduced, 
but the customers may suffer burden be- 
yond the amount of the taxes paid by the 
chains, if smaller size means higher cost 
and higher prices, or reduced quality of 
service. 

In other situations, however, no one 
group of chains will dominate; in some 
lines there is a wide range (as to number 
of units) of chains, with no one group do- 
ing any substantial portion of the busi- 
ness. It is difficult to generalize as to 
price changes under such circumstances. 
Each store may at first attempt to pass 
on the full burden of the tax which is 
levied on it; all will suffer losses in sales, 





Larger-chain prices are in some cases, but not in all, 
lower than small-chain prices. 

17 If the group of smaller chains is unable to raise, 
they will either bear the tax from excess profits, or go 
out of business, as described above. The larger chains 
will be forced to do likewise, unless they are able to ob- 
tain higher prices because of quality of service rendered, 
or possess sufficiently great initial price advantages, 
Shifting by the large firms is much more difficult in this 
case than would be the case if the small chains were able 
to shift. 
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the losses in general (except for the exist- 
ence of prior price differences, or quality- 
service advantages) being progressively 
greater according to the number of units 
in the chain. The larger chains may be 
forced to eliminate a portion of the in- 
crease; they must then bear a part of the 
tax out of excess profits, or contract in 
size. Even if a high rate of return was 
earned prior to the tax, some levelling 
out in size of the chains is to be expected. 
Since this process will likely bring cost 
increases, caused, for example, by loss in 
strength of buying power, price will rise 
in many cases by an amount greater 
than the amount of taxes actually paid 
by the stores after they have contracted 
in size. Complete uniformity of size is 
not likely to be attained, because the 
difference in quality-service appeals used 
by the various firms will cause optimum 
size of operation to differ, both before 
and after the tax. 

Thus in general, the diversity in the 
size of the chains greatly impairs the 
ability of the group as a whole to pass on 
the burden of the tax initially imposed 
upon them. When the large chains dom- 
inate, most or all of the burden may be 
shifted, although the failure of smaller 
chains to raise by an amount equal to 
the amount of the tax on the larger 
chains interferes with the price increases 
by the latter; where the large chains are 
of less importance or there is a wide 
range of sizes it will be difficult for the 
larger units to pass off the entire original 
burden. In some cases the levies will be 
borne out of excess profits. 

Most frequently, however, where the 
taxes are substantial in size, the larger 
chains will find it profitable to reduce the 
number of units in their systems, thus 
reducing the tax burden. Not only will 
consumers lose in convenience of loca- 
tion, but since the reduction in size will 
commonly entail cost increases, prices 


are likely ultimately to be raised by more 
than the amount of the taxes finally 
borne by these stores. In almost all cases 
some reduction in number of units is to 
be expected. The chains prior to the levy 
would have extended the number of 
units to the point at which the last stores 
established just covered the marginal 
cost of their operation. The tax will in- 
evitably render some units unprofitable 
by increasing the cost of operations; this 
is especially true because the existence of 
the marginal stores increases the tax 
burden per store on the more profitable 
stores. Thus only in cases in which the 
larger chains possess sufficient initial 
price or quality-service advantages as to 
be able to raise price without losing any 
substantial amount of business can all of 
the initial tax burden pass to the con- 
sumers. However, after the reductions in 
size have occurred, the incidence of the 
amount of tax still paid by the stores will 
not differ substantially from that in the 
situation in which all chains are of equal 
size; to the extent that the larger chains 
have earned excess profits, more of the 
burden will rest on the receivers of this 
share than if chains were of uniform size. 


DIFFERENCES IN AVERAGE VOL- 
UME OF SALES PER STORE 


Chains differ not only as to the num- 
ber of stores in the systems, but also as 
to the average volume of business per 
store; the latter also causes the tax ex- 
pressed as a percentage of sale price to 
vary. The differences are greatest be- 
tween chains in different lines; for ex- 
ampic, in 1936, the average sales in 
grocery and grocery-meat chains were 
$69,000, in variety chains $177,295.!° 
Thus with the tax applied to all chains, 
the burden on the consumer and the 
number of chains forced out of business, 


18 Beckman and Nolen, op. cit., p. 154. 
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will be greater in some lines, for example 
grocery, than in others.!® 

Likewise, even within a certain field, 
the average volume of business per store 
differs. Some chains have followed poli- 
cies of establishing a large number of 
small neighborhood stores,”° while others 
have concentrated efforts in a smaller 
number of large units.” The significance 
of these variations is similar to that of 
differences in the number of units in the 
system. The small unit chains may pos- 
sess price advantages which will allow 
them to pass on their full initial bur- 
den;” what is more likely, they may be 
able to increase prices sufficiently to 
cover the tax because of service advan- 
tages, in the form of greater convenience 
of location, even if this involves raising 
above the level of the large-unit chains. 
The nature of competition from the inde- 
pendents of course is always a factor af- 
fecting the ability of all chains to shift. 
In many cases, complete shifting by the 
small unit chains will be difficult even if 
the larger ones can free themselves of 
their burden, and revision of the small 
unit policy will be necessary if only nor- 
mal profits were earned previously, and 
profitable even if the rate of return ex- 
ceeded the normal one. 

As the chains reduce the number of 
units in order to increase the size of those 
remaining, the consumer will be de- 
prived of certain advantages of conveni- 
ence, for which there is no compensation 
to the government. The attempts to in- 
crease average volume of business per 
store may prove very difficult. The 

19 Since grocery chains are characterized not only by 
large number of units but also by small volume per 
store, the tax is even more regressive than it otherwise 
would be. 

20 As for example A. & P. in parts of the East. 

*1 For example, the supermarket chains. 

% Again, mere price differences do not necessarily in- 
dicate the ability to raise prices by an amount greater 


than the increases made by the higher price stores; the 
latter may have important quality-service advantages. 


chains which followed the large unit pol- 
icy before the tax may have obtained the 
best locations for such stores and built 
sufficient reputation for the type of serv- 
ice which they have been rendering that 
all or part of the old small unit stores will 
be forced out of business because they 
are unable to establish themselves on 
the large-unit basis. Their customers go 
to the remaining chains and to old or 
new independents. Mere reduction in the 
number of units, though reducing the 
tax burden, cannot allow the small unit 
stores to survive unless they are able to 
increase the size of the remaining units. 
Even in the case of those which do sur- 
vive, heavy losses will be suffered in that 
cost of expansion of the stores retained is 
likely far to exceed the salvage value of 
the units closed. This cost will of course 
not be incurred by the chains which fol- 
lowed the large-unit policy from the be- 
ginning. 

Thus, the existence of variations in 
average volume of sales per store com- 
plicates the explanation of the extent of 
price increases following the levying of a 
chain store tax; however, after the neces- 
sary readjustments as to size of stores 
have been made, the same considera- 
tions as to incidence apply as in the ab- 
sence of these differences. The tax may 
be borne in part or entirely, to an extent 
depending on the strength of the inde- 
pendents, out of excess profits; if the 
latter do not exist, the tax must pass to 
the consumer, either in the form of im- 
mediate increases by the chains if com- 
petitive conditions allow or through 
gradual increases made possible by exo- 
dus of some chains. Otherwise the chains 
and the tax base will disappear and a 
burden will remain on certain consumers 
as they are forced to buy at higher prices 
at independents or forego types of qual- 
ity and services which they had pre- 
ferred to this point. 








134 





THE JOURNAL OF MARKETING 





Price INCREASES BY INDEPENDENTS 


In some cases it seems likely that inde- 
pendent store prices will rise as chain 
prices increase. The increase in the chain 
prices will, if the chains control a large 
part of the total volume of business, fa- 
cilitate price increases by the independ- 
ents since losses in sales to the former 
will not be as great as they would have 
been prior to the action of the chains in 
raising prices.” However, the chains may 
not increase prices initially, as they will 
commonly not be able to do profitably 
if the independents’ volume of business 
is large. Likewise, even if the chains in- 
crease, if there are a number of inde- 
pendents, no one will be able to take the 
initiative in raising, or too much busi- 
ness will be lost to other independents, 
and unity of action may be difficult. The 
situation is entirely different from that 
in which all firms experience cost in- 
creases. Finally, even if prices of inde- 
pendents are raised, the additional prof- 
its earned will draw new firms into the 
field; in some cases the loss in business 
by the other firms will precipitate price 
cutting and restore prices to the original 
level. In others, however, in which the 
use of the markup method of pricing is 
strongly established, the firms will avoid 
price cutting, or even raise price as new 
firms enter,” and the higher cost per unit 
will absorb the temporary excess profit, 
the price increase becoming permanent. 
An additional factor checking increase in 
prices is the increase in elasticity of de- 
mand for the remaining stores produced 
by the loss of business by the chains. The 
customers of the latter consist especially 
of those groups which buy primarily 
upon a price basis, and thus are more 


%3 That is, the elasticity of the portion of the demand 
curve above the old price is decreased for the price 
range up to or above the new chain price. 

% This is possible because of the use of average-cost 
instead of marginal-cost pricing methods. 


willing to turn from one store to another 
to gain advantage of lower prices. 

If the chains leave the field entirely, 
some price increase by independents is 
possible, since the demand curves for the 
individual firms may become less elastic 
to price increases, provided all independ- 
ents increase together, as the low-price 
group of firms is removed. The chains in 
general have stressed low prices and min- 
imum of service; as they are destroyed, 
an intensification of quality-service com- 
petition, with subsequent cost and price 
increases, is likely. Of course, chains are 
not the only price cutters, but they have 
provided one of the strongest checks to 
the tendency to increase services. Thus, 
to the extent that this occurs, if all chains 
are driven out of business, the state re- 
ceives no revenue, yet not only are the 
former chain consumers burdened in 
that they must pay higher prices than 
previously but also those formerly pa- 
tronizing the independents may pay 
higher prices. There are, however, seri- 
ous checks to the ability of the inde- 
pendents to boost prices for united ac- 
tion is often hard to obtain and individ- 
ual action impossible and the increase in 
demand elasticity indicated above and 
the greater volume of business for each 
independent at the old prices lessen the 
profitability of price increases.” 

It is well to note that even if chains 
are driven out of business, there is little 
gain to existing independent retailers. 
Some will gain excess profits temporar- 
ily, and others about to quit business 
will be enabled to remain. But, in gen- 
eral, an increase in margin will either be 
offset by an increased expenditure or 


26 The importance of the chain store argument that if 
chain prices are raised, prices in independent stores will 
be raised permanently in like manner, even though the 
latter are free of the tax, is apparently greatly exag- 
gerated. See Sherrill, C. O., “Chain Store Taxes Ham- 
per Distribution Efficiency,” Advertising and Selling, 
22: 20, January, 1934. 
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service necessary to hold customers, or 
will be eliminated by an increase in the 
number of firms. 


CONCLUSION 


Thus, in conclusion, a chain store tax 
will remain on the chains only in cases 
characterized by excess profits high in 
relation to the tax, and great elasticity 
of demand above the old price level. 
Such a situation is likely to be found 
only in lines in which independents are 
still dominant, but in which newly-rising 
chains are making high profits. This sit- 
uation is, of course, unstable, since the 
chains are expanding; the tax, by check- 
ing this process, will interfere with price 
reduction and ultimately cause the shift- 
ing of the burden to consumers. With ex- 
cess profits and a demand curve of not 
too great elasticity, some price increase 
will occur. In cases in which only normal 
profits are earned by the chains, price in- 
crease will be necessary, either directly 
or by exodus of firms. Immediate in- 
crease will be possible in cases in which 
chains have substantial initial price ad- 
vantages over the independents not off- 
set by quality advantages of the latter, 
or in those in which the chains them- 
selves have strong quality-service ap- 
peals to their customers. The latter situ- 
ation is of course less likely than the 
former. However, complete and immedi- 
ate shifting is checked by the differences 
in burdens on the various chains; those 
chains bearing heavier burdens because 
of larger numbers of units, or smaller 
average volumes per store, will have dif- 
ficulty in shifting the differential burden, 
unless they have price or quality ad- 
vantages over the lower-tax chains. The 
higher-tax chains ordinarily will find it 
necessary to reduce the number of units 
in the system, and increase, if possible, 
the volume of business per store; after 
this readjustment has taken place, in- 


cidence of the levy will be as indicated 
above, but the revenue gained by the 
government will be less than it would 
first appear. In almost all cases, even 
when the chains can shift completely, 
some reduction in number of units is 
likely, as the marginal units will be ren- 
dered unprofitable by the levy. 

In other cases, immediate shifting will 
be impossible, but as some chains go out, 
the remaining ones will be able to raise 
prices to pass on the burden. Where a 
slight price increase will cause loss of 
most business, regardless of the size of 
the original differential, the chains will 
disappear. The former customers are in- 
jured since they are forced to buy at 
stores which they did not previously pre- 
fer. Ordinarily, without excess profits, 
some exodus is inevitable; the independ- 
ents will gain the business of those cus- 
tomers to whom the old price differential 
barely compensated for the disadvant- 
ages of the chains. The customers whose 
preference for the chains was originally 
somewhat stronger will be retained by 
the chains; they will pay higher prices. 
In some cases, prices in independent 
stores may increase, the consumers pay- 
ing an additional amount for which 
there is no contribution to the state, 
which either allows retailers to remain in 
business who would otherwise have been 
forced out, or allows retailers to cover 
higher costs per unit caused by an inflow 
of firms into the field. Usually, however, 
price increases by independents will be 
checked either by the desire to gain from 
increased volume, the failure of the 
chains to raise substantially, or the in- 
flow of the new firms into the field as prof- 
its of the old firms increase. 

In general, the burden of the tax will 
be borne by the consumers, who com- 
monly will suffer far greater financial in- 
jury than the equivalent of the amount 
of the taxes received by the state, to the 
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benefit of independent retailers who 
would either have been forced out of 
business or not have been able to start 
up. The owners of the chains, of course, in 
some cases bear part of the tax burden 
out of monopoly profits; the chief injury 
to this group is the loss of their source of 
income in the field of retailing. If other 
investment opportunities of comparable 
returns exist, they suffer no permanent 
injury, except to the extent that they 
cannot withdraw all of their capital from 
the field without some loss. Whether the 


chains are able to remain or not, the 
principal burden of the tax is on the con- 
sumer group. The exact reactions will 
vary somewhat from line to line and 
from section to section. An exact state- 
ment of the incidence of a chain store tax 
in any particular line requires knowledge 
of the exact degree of competition in the 
field, the rate of profits earned by the 
various chains, and the price, cost, and 
quality differences between chains and 
independents, and between firms within 
each group. 














TRAFFIC AND TRADE CORRELATIONS: A 
TECHNIQUE IN STORE LOCATION 


KENNETH D. HUTCHINSON 
The Pennsylvania State College 


Epitor’s Note: Readers no doubt will be interested in 
the comments upon Professor Hutchinson's paper made 
by Mr. W. H. Meserole, who originated the technique under 
discussion. Mr. Meserole’s comments follow (with his 
permission). 

“I agree heartily and completely with Hutchinson, who 
is, I believe, quite correct in his contentions and analyses 
of the problems involved in the study of traffic and trade 
correlation. His contentions are of the sort that apply to all 
initial research into the character of the normal. We do not 
know what normal is and therefore cannot decide how much 
variance connotes abnormality. As we progress, however, 
we begin to discern broad patterns, and eventually, the 
usual—which we tentatively conclude is normal—makes 
its appearance. Thereafter come the processes of refine- 
ment, 

“I am not inclined to overlook the importance of the re- 
finements that will have to be made if traffic and trade cor- 
relation is ever to be a well-shaped and useful tool. But as 
with all tools, it should be remembered that the best product 
connotes skilled use. I would point out, however, that 
despite roughnesses there must be something other than 
mere chance in the situation that prompted my initial 
interest. 

“An idle thought during the course of the Drug Store 
Survey in St. Louis some years ago, prompted me to test 
the degree of traffic and trade correlation. Before making 
measures of the correlation, I felt that it might be well to 
estimate the results that might be expected. I questioned 
several hundred acquaintances, and concluded that “the 
average’ individual became a drug-store customer every 
other day. Therefore, I reasoned that half of the pedestrian 
traffic found on the street at a drug store location would be 
tomorrow's customers. I had observed the character of 
neighborhood-store-site traffic, and further concluded that 
those going one way would later return, and (in line with 
the every-other-day concept) would not buy twice. Thus, 
halving the original half, I premised 25 per cent as the 
proportion of the traffic that these neighborhood drug stores 
might attract. When the measures were actually made, it 
was found that 26 per cent had been attracted into the 
store, Empiric, certainly, but very interesting and worth 
the research I am determined somehow to make.” 


HE PROBLEM Of scientific store loca- 
Tien is one which has attracted con- 
siderable attention; in spite of a large 
amount of study there still remains 
much to do along the lines of determin- 
ing desirable retail sites. It is a favorite 
notion among marketing students that 


many of the risks of store location could 
be eliminated if only proper quantitative 
analyses were made. A number of tech- 
niques have been tried with varying suc- 
cess, these usually by large establish- 
ments, notably chains; but the small 
merchant is denied the benefits of such 
an approach to the location of his store. 
In view of some of the questionable re- 
sults from such studies, one might be led 
to think that the small merchant is just 
as well off without their aid. 

One attitude which marketing stu- 
dents hold toward the problem of scien- 
tific store location seems to be that inas- 
much as the entire decision of where to 
locate a store is subject to guesswork, 
some narrowing of the field of guesswork 
however faulty, is to be preferred. It 
must be recognized that not only is there 
a wide region in which guesses play a 
part, but there are other factors which 
tend to place a limitation upon the fu- 
ture merchant. The chief limitant seems 
to be that the future merchant must 
choose a site from among those availa- 
ble; often this boils down to the choice of 
one store; it may happen that he has the 
choice of several, none of which are good, 
but one of which seems to be “‘a fair 
bet.’’ His second limitant is one of archi- 
tecture; nearly all stores are oblong 
boxes with holes in the front; we are not 
concerned with the problems of store ar- 
rangement except to observe that the 
character of the store often has a bearing 
upon the success of the venture. An oth- 
erwise good location may be spoiled by 
poor store design. 

We already have conflicting premises; 
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the one tells us that some narrowing of 
the field of guesswork would be desira- 
ble, the other indicates that a merchant 
has to take pretty much what the town 
offers in the way of sites. Let us take a 
different approach to the problem; as- 
sume that some site is available and try 
to determine which types of business 
might succeed in that place, and if pos- 
sible, what type would succeed the best. 
Perhaps more important would be the 
service of telling the merchant that the 
location could not support the kind of 
business he contemplates. The study 
under discussion here attempts to ana- 
lyze sites which are at present successful 
in the hope of discovering certain quan- 
titative characteristics of successful store 
sites of various types; in a sense it pro- 
poses a soil analysis to determine what 
kinds of market soils will sustain what 
kinds of retail plants. 

The facts which we are sure of in re- 
tail store location fall pretty much in the 
class of obvious, common-sense observa- 
tions; the technique proposed here at- 
tempts to provide us with a more accu- 
rate tool for measurement. It has been 
called ““Traffic and Trade Correlations” 
by its originator. Mr. W. H. Meserole, of 
the Marketing Research Division of the 
Bureau of Foreign and Domestic Com- 
merce. As its name implies, the tech- 
nique attempts to establish some rela- 
tionship between the traffic going past a 
store and the amount of that traffic 
which the store may hope to convert 
into trade. It operates on the assumption 
that successful stores of different types 
require certain volumes of trade to sup- 
port them. We know, for example, that a 
retail shoe store will have small chance 
of succeeding in a rural location with 
weekly traffic by the door of, say, three 
thousand persons; we are likewise quite 
sure that such a store will succeed in a 
downtown shopping area of a city with 


traffic past the door of, say, ten thousand 
a day. Between these somewhat obvious 
limits our judgment reaches points of 
haziness which the technique of correlat- 
ing traffic with trade attempts to clear. 

The proposed method of making the 
correlations is to investigate successful 
store locations, which are defined as 
those which have been in business at 
least ten years, and, of course, promise 
to continue. It is hoped that by gather- 
ing the statistics of traffic of large num- 
bers of such successful ventures, and by 
correlating the traffic with the trade, 
some norms may be established which 
will be of benefit in analyzing new loca- 
tions. Each type of trade, it is hoped, will 
establish for itself a different norm, so 
that we can inform future merchants of 
the traffic needed to sustain the store 
contemplated. We hope to find out how 
much traffic past the door must be neces- 
sary for a shoe store to succeed, a hard- 
ware store, a drug store, and so on; we 
are to arrive at these figures by finding 
out how much traffic successful stores 
actually do have going past them. The 
task then becomes one of counting the 
traffic which flows past stores of various 
kinds all through the country, bearing 
in mind that we are interested mainly 
in small stores. It will be necessary to 
collect if not thousands, then at least 
hundreds, of such samples before such 
norms can be determined. 

To aid in the analysis all market areas 
are classified under five headings in one 
of which can be placed any store in the 
country. These five classes are: central 
shopping district, sub-central shopping 
district, neighborhood group of stores, 
string streets, and isolated stores. The 
terms seem to be self-explanatory with 
the possible exception of “‘string streets” 
which stretch along thoroughfares and 
are supported by the traffic which passes 
rather than by the residents surrounding 
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the location. As an example of string 
streets, consider those which connect 
wealthy suburbs with downtown areas, 
along which are to be found fashionable 
shops which are scarcely patronized by 
the nearby residents. It is assumed at the 
start that the observer can instantly de- 
cide which of the five locations he is 
studying, although this may well be a 
questionable assumption. The task of 
trafic and trade correlations is then to 
determine what types of stores will suc- 
ceed in each of the five classifications of 
areas; the technique attempts to accom- 
plish this by finding the amount of trade 
which can be converted out of any given 
flow of traffic in each of the types of loca- 
tions, and relating that to the kind of 
business proposed. 

Although the project is proposed by a 
research man in the employ of the fed- 
eral government, it must be recognized 
that at present no funds are available for 
carrying on the work. Mr. Meserole is at- 
tempting to find students of marketing 
who will undertake to make a few studies 
on an experimental basis to determine 
the difficulties and advantages to be en- 
countered before larger scale investiga- 
tions are attempted. Because of some 
pressure from university authorities and 
promptings from local business interests, 
and because there was a mild interest in 
the problem, fifteen students of market- 
ing at West Virginia University under- 
took to carry out the initial study in 
traffic and trade correlations at Morgan- 
town, West Virginia. The forms for the 
work were generously supplied by the 
Department of Commerce. A shoe store 
was used for a test running for a one 
week period. It was necessary to obtain 
the cooperation of the manager of the 
store and to work out a schedule which 
would keep pairs of tabulators in front 
of the store, rain or shine, for the entire 
week during business hours. 


The tabulating blanks employed had 
the customary headings of the name and 
kind of store, and the type of market in 
which it is located; below this there were 
spaces for observations on the tempera- 
ture and weather, and a note of the day 
and hour. New sheets were used for each 
hour. Tabulators were also instructed to 
make a note of any unusual occurrence 
which might lead to abnormal results, 
such as fires or parades. The job was one 
of making tally marks upon the sheets as 
each person came down the street; the 
marks fell in one of ten columns, as fol- 
lows: Younger Men, Older Men, Young- 
er Women, Older Women, and Children. 
These in turn were subdivided into pass- 
ers-by and customers to make up the ten 
columns. By the end of the week we 
knew how many persons had gone by 
and how many of them had stopped in at 
the store by age groups. Younger persons 
were defined roughly as under thirty- 
five, with considerable guessing result- 
ing, particularly with respect to young 
ladies. Within the store the manager 
kept a record of his sales by each hour so 
that we also knew the volume of business 
which our observed trade had brought 
in to the store. Sales were also divided 
according to age and sex. 

Since it is possible that the suggestion 
may be made to other colleges to under- 
take similar test cases, and also since 
some of the merchants reading this may 
be approached for cooperation in such a 
study, this paper is being written with 
the purpose of subjecting the technique 
to analysis. It is hoped that our early ex- 
perience with the study may lead to a 
clearer understanding of its limitations. 
Many of the following observations re- 
sult, of course, purely from an objective 
analysis of the technique; but as the 
study progressed it became increasingly 
clear to most of us that there were nu- 
merous qualitative factors which werenot 
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being measured. We became convinced 
that some of these were of such weighty 
importance as to overshadow any bene- 
fits which the quantitative study was of- 
fering. A brief statement of the qualita- 
tive factors follows. 

1. Seasonal Factors. More than likely 
an approximation to normal seasonal 
trafic can be obtained with far fewer 
than fifty-two weeks of study for each 
store, but just how many weeks is desira- 
ble is not known. The seasonal factor 
makes an already immense project al- 
most formidable. 

2. Weather. This might be classed as 
an accidental variation, but is of the 
type which is ever present. The week we 
selected was cold and rainy although it 
was in the spring. It would seem that 
business men balance weeks of good 
weather against weeks of bad; seasons 
with bad weather against good seasons. 
Our task is to determine a norm but it is 
complicated by the fact that the season 
in which we make our study may be 
quite abnormal; it must be conceded 
that this is a complicating factor, even 
though it may not be hopeless from a 
statistical viewpoint. 

3. Accidental Variations. The location 
for our study was in the soft coal region 
and it happened that the week we se- 
lected was one in which the great strike 
was on. We have no idea of how to cor- 
rect for this variation, but we do know 
that merchants were complaining of the 
effects of the strike. Carnivals and cir- 
cuses in town, or county fairs are among 
such events which serve to complicate 
the problem by changing the character 
of the traffic passing the retail store. 

4. General Business Conditions. In 
any particular retail situation the shut- 
ting down of a local industry, or the in- 
troduction of a new business, might be 
classed as a result of general business or 
was an accidental variation. In either in- 


stance some adjustment should be made 
for unusual business conditions. 

5. Purchasing Power of the Commu- 
nity. Our task is that of counting the 
number of persons who pass a store to 
determine how many are needed to sus- 
tain it; it would seem that in some locali- 
ties fewer persons would be needed than 
in others. We are striving for a national 
norm and must make some correction 
for differences in the ability of persons to 
buy. This qualification introduces an ele- 
ment which would be expensive to study, 
particularly in hundreds of instances. 

6. Special Locational Factors. It must 
be conceded that many store locations 
have unusual characteristics; some have 
elevated or bus stations nearby, others 
are near schools, hospitals, or play- 
grounds, whereas others are located in 
college or factory towns. All of these 
special locations are not admissible in a 
national norm without some special ad- 
justment; it is doubtful that most tabu- 
lators would be able to compensate for 
the abnormal factors in many locations. 
To some extent the concept of the “‘buy- 
ing mood” has a bearing here; some loca- 
tions have apparently adequate traffic 
but are unable to convert it into trade 
because the traffic is not in the correct 
buying mood. Persons hurrying for trains 
or from trains present an excellent exam- 
ple of traffic not in the buying mood for 
large classes of goods. 

7. Variations in Types of Stores. For 
a study of this type the rough classifica- 
tions used by the United States Bureau 
of Census are not adequate in defining 
kinds of stores. Stores which apparently 
go by the same name differ widely in in- 
come-producing activities. For example, 
one hardware store in Morgantown sells 
gas and electric ranges, gas and electric 
refrigerators, and radios, and has an ex- 
tensive pottery stock; the other hard- 
ware store sells none of these goods. If 
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we are attempting to determine what 
volume of trade is needed to sustain a 
hardware store, we must ask the ques- 
tion, what kind of hardware store? An- 
other example: one drug store receives 
nearly two-thirds of its income from 
lunches, whereas another receives only 
about one-fifth; in tabulating customers 
for these stores one must make some ad- 
justments for lunch and drug customers. 
Even for the shoe store we studied we 
found the abnormal condition (or was it 
normal?) that the manager was a chirop- 
odist;—many of the customers were his 
patients. 

It is not to be implied that some statis- 
tical adjustments for variations in in- 
come-producing activities can not be 
made, but we are piling up a great many 
of such adjustments. The recent theory 
of monopolistic-competition holds that 
each business man attempts to build up 
a business which is somewhat differ- 
ent from his competitors. Elements of dif- 
ferentiation are almost impossible to 
evaluate because there are usually many 
of them blended into one market situa- 
tion. 

8. Price Levels. Stores selling appar- 
ently the same merchandise concentrate 
on different price lines; it takes fewer 
customers of high priced items to sup- 
port a store than of low priced. In our 
study we found a shoe store directly 
across the street which sold identical 
price lines with the store we were study- 
ing; the manager informed me that in all 
probability he obtained more of his vol- 
ume from seven to ten dollar range, 
whereas his competitor sold more of the 
ten to fifteen dollar shoes. The number 
of persons entering the two stores should 
differ correspondingly. A further diffi- 
culty is in defining what are the various 
levels of prices; an analysis will disclose 
a sliding scale rather than discrete steps. 
As we approach the higher levels of the 


scale the number of customers declines, 
but it does not occur in abrupt measura- 
ble steps. 

g. Competition. The technique under 
discussion attempts to determine the 
traffic which is necessary to sustain given 
types of retail stores by counting the 
traffic which already supports those 
stores in successful locations. It must be 
remembered, however, that a given vol- 
ume of traffic past the door may be sup- 
porting several stores of competing types. 
Conceivably traffic might have changed 
but little had there been but one shoe 
store in town over the situation where 
there were several. After we have the 
figures for traffic which passed successful 
stores we have to allow for the fact that 
in some places a number of stores will be 
supported by that traffic, whereas in 
other locations the store we are studying 
may stand pretty much alone. To arrive 
at a norm, or a minimum traffic neces- 
sary we can only suspect that in some 
locations a smaller volume of traffic 
would be adequate provided there were 
no other stores. In the same town some 
of the other stores may not be successful, 
so that if we try to adjust for this factor 
we should restrict our adjustments to 
successful stores; but this can not be 
done while certain stores are still oper- 
ating. To make this point concrete, 
assume that we have found that shoe 
stores never succeed where the traffic 
past the door falls below four thousand 
persons a day; assume, further, that lo- 
cation X has this volume of traffic. Is 
this then a good location for a shoe 
store? It would seem to be important to 
find out how many shoe stores were 
already there, because our index does 
not give us any clue to this factor. 

10. Size of Stores. Most stores are de- 
signed to attract some volume of trade; 
large stores obviously require larger vol- 
umes of trade. Before we can tell the fu- 
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ture merchant that this location is de- 
sirable we must find out how large a 
store he will be satisfied with having. 
The correlation technique attempts to 
meet this difficulty by determining the 
dollar volume of trade produced by the 
traffic flow; this is still quite a long way 
from stating what size of store can be 
supported in any given location. 

11. Proprietor’s Standard of Living. 
Closely related with the size of store is 
the income which it produces; some men 
will be satisfied with a low income where- 
as others will close the store up if a min- 
imum living is not forthcoming. We 
select stores which have been successful 
but the measures of success are rather 
flexible. 

12. Phone Orders. One hardware store 
in town did over half of its volume 
through phone orders; this was true also 
of one grocery store. In both of these in- 
stances the volume of traffic appeared to 
be inadequate to support the stores. This 
factor can not be neglected in making a 
quantitative study of traffic and trade. 

13. Definition of Location. We men- 
tioned above that it is not always easy 
to determine whether the location you 
are studying is in a shopping district or 
a neighborhood group. Small towns are 
troublesome in this respect. The buying 
habits of the people affect the retailer’s 
condition seriously; in some small towns 
nearly all the shopping is carried to a 
nearby large city, whereas in others the 
town is largely self-sufficient in this re- 
spect. Since we are trying to determine 
what types of stores will succeed in what 
types of locations, it becomes important 
that we can identify the locations read- 
ily, and this task is not always easy. 

The above list of qualifications indi- 
cates that whatever quantitative meas- 
ures we find for traffic and trade corre- 
lation, they must be seriously modified. 
It is possible that the quantitative stud- 


ies are not worth pursuing until more 
exact answers can be given to the ques- 
tions which the qualitative factors pre- 
sent. The difficulty with such a study is 
in reality that which always attends the 
study of the normal. There is, in truth, 
no normal in such a problem; it exists 
only as a figment of the mind which pro- 
duces it. It is produced by juggling 
weights, and by combining factors which 
apparently are related; and it is further 
an incomplete concept. In speaking of 
normal we always mean—normal with 
respect to a certain set of conditions. 
The conditions which have been pointed 
out above point to the conclusion that 
they are never found in two locations in 
similar combinations. We can not state 
any set of conditions and consequently 
we should not be able to set any normal 
figure; if any norm is produced by such a 
process it is meaningless. It is not ade- 
quate to accept as our set of conditions 
only a volume of traffic, because traffic 
must be qualified. 

The problem was one of determining 
the volume of traffic which is needed to 
support a given type of store. In addi- 
tion to qualifying the term traffic, we 
find that we also have to qualify the 
meaning of the word support; beyond 
this we have to qualify the meaning of 
the words “type of store.’ Before our 
technique can give us any standard 
which is workable it has to solve all these 
problems. The true and final modifica- 
tion will have to come, of course, in the 
technique itself; if there is aught of value 
in it, only study and experimentation 
can develop it. It will always have to 
meet one objection which we found in 
our study, namely, that many of the 
merchants will not cooperate. They re- 
fuse generally to give their sales figures 
even to such guileless creatures as col- 
lege professors; others refuse to bother 
in any way with the study. 
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FOREIGN EXPERIENCE WITH RETAIL 
PRICE CONTROLS 


REINHOLD P. WOLFF 
University of Miami 


Epitor’s Note: Undoubtedly many readers have long 
been familiar with Dr. Wolff's writings in the field of trade 
regulations, particularly his discussions of problems of 
distributive price control. Prior to his researches in this 
country Dr. Wolff was an active participant in and stu- 
dent of the German movements in this field. 


oR thirty years, from about 1900 to 
Fies0, Europe was the test laboratory 
for resale price maintenance. During this 
period the practice of contractual retail 
price control was considered lawful in the 
three major industrial countries, Great 
Britain, Germany, and France, and in 
countries that were their legal satellites, 
while the practice was largely banned in 
the United States. 

Since the United States has reversed 
its position by legislation, the experience 
in this test abroad gains great impor- 
tance. The observer of foreign price con- 
trols is asked a number of questions. For 
instance, did fixed retail prices raise gen- 
eral price levels and did they create price 
uniformity? Did the policy check the 
growth of large-scale retailing? Did it 
contribute to the spread of government 
intervention? Is it wholly or partly re- 
sponsible for the growth of fascist ideas 
in Central Europe? 

Before we attempt to find definite an- 
swers to these questions, we have to rec- 
ognize the cleavage that separates eco- 
nomic thought, government attitudes, 
and the legal setup of the European 
states from ours. 

Until 1930, the public policy of Eu- 
ropean countries toward resale price 
maintenance showed decidedly a “‘lais- 
sez faire’ attitude. Contracts fixing 
prices at which a commodity was to be 
resold were considered legal. In fact, 


Europe records more than thirty years’ 
undisturbed history of fixed retail prices. 
The absence of anti-trust provisions is, 
however, only one side of the European 
picture. More important is the existence 
of a stringent law against unfair competi- 
tion. This law has been construed by the 
courts as affording protection against 
price cutting by non-contract dealers. 
True, to achieve these results, courts had 
to stretch elastic statutes to an almost 
unreasonable limit.! This construction, 
however dubious its legal basis, afforded 
a protection similar to the provision of 
our Section 14 of the Fair Trade Acts. 
It thus demonstrates the momentum 
that social forces are able to gain under 
equal sociological conditions despite dis- 
parity of legal fundamentals. Almost si- 
multaneously, Germany and its legal 
satellites on the one hand, and the Civil 
Code countries on the other hand, de- 
clared as a method of unfair competition 
the acquisition of protected articles from 
contract-breaking dealers for the purpose 
of selling them as loss-leaders. Thus, 
without an express statutory provision, 
European laws made contractual sys- 
tems of resale price maintenance fairly 
safe from attacks by non-conforming 
price cutters. In Great Britain the courts 
have not gone to the continental ex- 
treme of declaring price-cutting illegal. 
Practically a similar result has been ob- 
tained, however, by tolerating trade boy- 
cotts against non-conformists. 


1 A comparative survey of the legal status of price 
maintenance in Germany, Great Britain, France, and 
other European countries is presented in Wolff, Rein- 
hold, Markenwarenverordnung, Berlin, 1931, pp. 1-33. 
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Against this legal background, so en- 
tirely different from ours, a sociological 
setup of forces existed that showed strik- 
ing analogues to our problem. There was 
in Europe, as in the United States the 
conflict between high cost and low cost 
retailers and also the desire of the pro- 
ducer of the branded article to keep his 
product out of this conflict. There was 
developing in Europe, as it does now on 
this continent, the competitive struggle 
between large-scale distribution and the 
old established methods of retailing. In 
England, the cooperative society, in 
France and Germany, the department 
stores, and also in all three countries 
mail-order houses, chain stores, and vari- 
ous forms of cooperatives were the chief 
representatives of progressive retailing, 
while the organized druggists, book-sell- 
ers, and grocers were their main op- 
ponents. The “‘loss leader” appeared on 
the European continent.and Great Brit- 
ain in about the same form as here and 
the gist of resale price policies has been 
to drive the standard price leader from 
store windows and counters. 

Small wonder that out of this situation 
forces grew which resemble our fair 
trade movement. The bulk of retail price 
control in Europe stems from organized 
efforts of traders.” As in this country, the 
strength of the price protection device is 
in direct relationship to the power of re- 
tailer groups. The highly efficient sys- 
tems of price maintenance are found in, 
the specialized trades such as in book, 
drug, and liquor selling—all branches in 
which retailer associations are powerful. 
Products which flow into diversified 


2 See Barret, Francois, Histoire du development des 
prix imposés en France, Lyon, 1935, Grether, E. T., 
Resale Price Maintenance in Great Britain, University of 
California Press, 1935, Wolff. R., Social Control in Ger- 
many, 1936, Iowa Law Review, 355, Resale Price Main- 
tenance in Operation, 1 Trade Regulation Review, No. 4, 
p. 17. European Cartels and Price Maintenance, Bulletin 
of the U. S. Trade-Mark Association, 34, 206, 1939. 


channels, as for instance foods, resist 
price controlling efforts as they do here, 
because of the incoherency of trade 
groups. 

The practical form that these efforts 
produced was price fixing cartels, three 
of which stand out in relief. One type, 
popular especially in Germany and in 
countries following the German law, is 
marked by its being used exclusively by 
manufacturers in non-competitive indus- 
tries. No dealers are admitted to mem- 
bership which is limited to manufac- 
turers. A second type, common in Great 
Britain, embraces both manufacturers 
and dealers, of a single or of related in- 
dustries. A third form is the federation 
type, composed of manufacturers’, 
wholesalers’ and retailers’ organizations 
with a common board of directors, to be 
found on the continent and in Great 
Britain as well. 

The German Brands Protective Asso- 
ciation is representative of the manufac- 
turer type of organization. Its 200 odd 
members belong to five different trades: 
wines and liquors, drugs and chemicals, 
food, photographic supplies, and station- 
ery. The price contract is issued by the 
individual manufacturer. Its form is 
standardized by the association and dele- 
gates enforcement rights to the latter. 
No manufacturer is supposed to supply 
a dealer until a contract form has been 
signed and returned to the association. 
Thus all customers of the member manu- 
facturer are contract-dealers, subject to 
damages provided in a penalty clause of 
the contract for each case of contraven- 
tion. An early contract provision sub- 
jected violators also to withdrawal of 
supply by all members of the associa- 
tions. This clause was dropped after the 
advent of governmental cartel control. 
The association employs a staff of inves- 
tigators and trained lawyers to enjoin 
price-cutters through preliminary court 
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orders and to penalize them. Expenses of 
the enforcement procedure accruing to 
the individual producer have been re- 
duced to a considerable extent. 

Another type of organization, the in- 
dustrial type, is found in France. The 
French protective Association, is gen- 
erally a retailer’s group; at least, retailer 
organizations form the nucleus, other 
factors being subsequently integrated. 
The price contract is made between the 
association and the individual member. 
The latter assumes the obligation to 
maintain any retail price established by 
manufacturers regardless of whether or 
not the manufacturer is a member of the 
organization. Pharmacists, grocers, 
booksellers, and coal dealers, have fre- 
quently chosen this form of horizontal 
price protection. Its strength lies in the 
intense discipline that the organization 
may exert over its members; its weakness 
is the difficulty of controlling non-mem- 
bers. It was this weakness that caused 
most of the organizations of retailers to 
seek the inclusion of suppliers in their 
own trade bodies. 

In Great Britain this form of a ver- 
tically integrated price cartel became 
particularly successful. Many associa- 
tions throughout the United Kingdom 
and its dominions were styled after the 
outstanding representative of this type, 
the much publicized PATA (Proprietary 
Articles Trade Association), which en- 
rolls manufacturers, wholesalers and re- 
tailers and controls prices of 4,570 dif- 
ferent items. A similar organization, the 
Motor Trade Association, embraces 280 
manufacturer and 8,000 dealer members 
and supervises retail prices not only of 
motor vehicle dealers, but also of tires, 
accessories, and gasoline. The Grocers’ 
Proprietary Trade Association started as 
a federation of 120 local grocery groups 
and included originally but five manufac- 
turer members. Subsequently, more than 


500 producers have joined and the asso- 
ciation now controls the maintenance of 
retail prices for more than 1,000 different 
food items. The Tobacco Trade Associa- 
tion, has succeeded in controlling 450,000 
retail outlets, although only 25,000 deal- 
ers are direct members of the association. 

The picture of the European resale 
price cartels would be incomplete unless 
at least one more type is mentioned. This 
type of price control organization is less 
frequent, but represents perhaps the 
most refined form of administrative set- 
up; its characteristic feature is the es- 
tablishment of separate bodies for the 
different interests, under the common 
roof of a supervisory board. Each single 
step of the distributive process, manu- 
facturing, wholesaling, and retailing, has 
an organization of its own, but all asso- 
ciations collaborate in a central agency. 
The plan allows integration of diversi- 
fied interests as the establishment of a 
national price supervisory board for dif- 
ferent local organizations of one indus- 
try or the affiliation of manufacturers of 
various products with the dealer groups 
handling these products simultaneously. 
This sort of price maintenance organiza- 
tion has been especially adopted in the 
German automobile tire, radio, photo- 
graphic supply, and motorcycle indus- 
tries. 

To manufacturers of trade-marked ar- 
ticles, the cartel system as practiced in 
Europe offers several advantages. One 
great service of the cartel is the relatively 
inexpensive enforcement machinery 
which it sets up and places at the dis- 
posal of the individual manufacturer. 
Apart from this, the cartel pressents an- 
other advantage in that it affords the 
latter protection against the pressure for 
higher mark-ups that at one time or an- 
other will come from organized dealers. 
It balances the scales that in the United 
States are so frequently weighted on the 








146 


THE FOURNAL OF MARKETING 





dealers’ side. Last, but not least, the 
cartel-like organization benefits manu- 
facturers by encouraging collaboration 
in trade practices, dealer discounts, and 
similar matters. 

Occasionally, manufacturers made 
their cooperation in resale price control 
dependent on dealers’ cooperation with 
the producer’s cartel. A “do ut des” pol- 
icy, swapping price maintenance for car- 
tel support is not unusual in certain Eu- 
ropean trades, as, for instance, in the 
photographic supply, rubber tire and 
motor vehicles industries. The manufac- 
turer’s cartel pledges itself to strict re- 
sale price enforcement while the dealer 
groups commit themselves to boycott 
outsiders of the producer’s cartel. The 
more firmly established the monopolistic 
position of the producer’s cartel, the 
higher its potential resale price control. 
In Germany an almost universal uni- 
formity of coke prices was reached by the 
cooperation of the relatively weak local 
coal dealers’ associations with powerful 
state syndicates of the coal miners. Like- 
wise in the steel industry the one hun- 
dred per cent of the steel dealers in re- 
sale price control schemes have to be as- 
cribed to the monopoly achieved by the 
German steel cartel. Yet it would be er- 
roneous to assume the general accept- 
ance of such practices. They have been 
incidents rather than pacemakers in the 
resale price movement. 

Like American manufacturers, Euro- 
pean producers who are successful in 
building up mass demand for a branded 
commodity are jealously guarding their 
place in the market and consequently 
have to heed their competitors’ doings. 
As a rule, manufacturers of such indi- 
vidualized products are little inclined to 
resign their competitive independence in 
wholesale markets even if they agree on 
retail price maintenance. This explains 
why, even in Europe, resale price main- 


tenance is generally a “vertical” plan, 
the cartel enforcing only resale prices es- 
tablished by the individual manufac- 
turer, but not adjusting producer prices 
in the same industry. Only in a few 
branches did price fixing go to the point 
of establishing both horizontal and ver- 
tical prices throughout all steps of dis- 
tribution from the mill to the consumer’s 
door. 

Since the effects of the policy appear to 
be trade-wise rather than nation-wise, it 
may be concluded that from such opera- 
tion of price controls in Europe certain 
conclusions may be reached as to the 
probable future of price maintenance 
here. The price maintenance principle 
appears to be easily achieved for drug 
items all over the world, because of the 
compact organization of the drug trade. 
It seems to be a failure in the grocery 
field because of the diversity of the out- 
lets, the weakness of the national food 
brands and the relative strength of the 
private brands. From this, it may be 
concluded that we most likely will con- 
tinue to buy aspirin at a fixed retail 
price anywhere between Berlin and Los 
Angeles, but are less likely to find a 
brand of coffee or tea that carries the 
same price in the stores of even one coun- 
try. To avoid price restrictions in the sale 
of books, book clubs were organized in 
Europe long before Macy’s store in New 
York used the idea against Fair Trade. 
The trade-in-allowance in the radio and 
motor vehicle industry, the cooperative 
dividend in the grocery trade, and the 
combination sale in drug retailing are 
world-wide issues. 

Could price fixing become an instru- 
ment for achieving monopolistic control 
over retail markets? This leads into one 
of the most controversial questions be- 
cause opinions differ on what monopoly 
in retailing is. The large scale distribu- 
tors claim that they represent the com- 
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petitive side of the picture and so hunt 
the monopolistic witch on the other side 
of the fence. The small business men vis- 
ualize things just the other way around. 
According to them, the loss leader is the 
deadly weapon of the mass buyer and 
price maintenance is “‘fair competition.” 

It can hardly be denied that price 
maintenance makes for greater price ri- 
gidity. Yet does this mean higher prices 
for the consumer? This crucial point re- 
ceives little light from foreign experi- 
ence. Since price maintenance systems 
abroad have operated for many decades, 
we are unable to draw “before” and 
“after” price comparisons of a similar 
nature to those so widely used in the 
United States to prove the increase in 
prices provoked by the fair trade acts— 
or to prove the contrary. From the scant 
information we have on this point, the 
tentative conclusion may be drawn that 
prices in protected lines have not been 
higher in Europe than their American 
corollaries when allowances are made for 
wage, etc. differences. The investigation 
of Professor Ewald T. Grether into a 
price controlled section of the English 
drug market® indicates that retail mar- 
gins on the average are not greatly dif- 
ferent. Price maintenance in the writer’s 
judgment did not vitally affect the gen- 
eral level. But prices and margins of a 
few selected proprietary articles seemed 
to be enhanced beyond reasonable levels. 
In other trades the influence on price 
levels is negligible. Even in drugs it is 
hard to ascertain whether this rise was 
due to the super-advertising of certain 
brands or to the policy of strict retail 
price enforcement. As a rule, in Great 
Britain and on the Continent, margins of 
highly advertised articles were narrower 


§ Grether, E. T., “Experience in California with Fair 
Trade Legislation Restricting Price Cutting,” Cal. Law 
Review, XXIV, Sept. 1936, p. 682 ff.; Price Control 
Under Fair Trade Legislation (1939), Pp. 313 ff. 


than those of the lesser publicized brands 
and the more advertised items also are 
more effectively controlled. 

Nor can it be concluded from Euro- 
pean experience that price controls will 
tip the scales in favor of the small in- 
dependent retailer. Despite price super- 
vision, large-scale distribution has de- 
veloped in Europe to about the same di- 
mensions as in the United States. Loss- 
leader tactics of department stores were 
stopped early in Germany and came toa 
virtual end before the World War. Yet 
department stores. continued their 
growth and spread all over the country. 
Similarly in France and Great Britain 
the larger stores advanced rapidly de- 
spite frequent clashes with price control 
bodies. The cooperative movement, 
which is strong both in Great Britain and 
in Germany, found itself engaged in a 
permanent struggle with price control 
interests of the independent retailers, but 
there are very few instances where re- 
sale price attempts definitely resulted in 
a prevention of consumer cooperatives. 

In this respect, retail groups on the 
continent were more successful than our 
Fair Trade Movement. They obtained 
laws which prohibited the five and ten 
cent stores, checks on the horizontal and 
vertical growth of department stores, 
and some other protective measures. 
Many of the trade regulations laws that 
have swamped the continent are at least 
partially due to the influence of retail 
organizations, which in turn owe their 
existence to the price maintenance move- 
ment. 

The large extent of these European 
laws shows the real dangers of price con- 
trols. If carried to extremes, the protec- 
tion of resale prices may infect the com- 
petitive price structure with the germ of 
a dangerous guild spirit which cannot 
fail to destroy the fundamentals of our 
distributive system. 











PRICE DIFFERENTIALS AMONG GROCERY 
STORES IN BLOOMINGTON, INDIANA 


HARCLD M. HAAS 
Indiana University 


NUMBER Of studies have been made 
A of comparative prices in chain and 
independently-owned grocery _ stores. 
One must use care, however, in drawing 
conclusions from these studies for two 
reasons: 

1. Because of the difficulty of compar- 
ing the qualities of goods of different 
brands, and 

2. Because price is affected by the 
presence or absence of “‘service,” which 
is defined as “‘the performance of labor 
for the benefit of another or at another’s 
command.” In the grocery business “‘serv- 
ice” includes the granting of credit, de- 
livery of goods without extra charge, 
taking orders over the telephone, the 
privilege of returning goods, and often 
special favors to retain the good will of 
the customer. 

The price study discussed in this arti- 
cle represents the buying of a family of 
four over a period of several weeks, and 
includes 51 nationally-advertised brands 
of food products which are usually found 
on the shelves of the grocery stores in 
Bloomington. The prices quoted on these 
individual articles (see Table III) were 
obtained by bona fide shopping and pur- 
chasing, not be mere inquiry. 

Some error may be present in this 
study, because the price quotations were 
not obtained from all the stores on the 
same day. This error should be slight, be- 
cause there would be a relatively small 
change in retail prices in a period of four 
or five weeks. Furthermore, this error is 
compensated for by the fact that the 
buying was not done in one store at one 
time (with two exceptions),' but as far 
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as possible was distributed evenly among 
the various stores during the entire peri- 
od of the study. 

Ten combination (grocery and meats) 
stores were included in this study. They 
were selected as being typical of the 
classifications which they represent. The 
descriptions of these stores and of their 
patrons are based on personal observa- 
tions and inquiries by the author. 

Store No. I is an independently-owned 
single unit, full-service store. It is located 
in a residential district, one block from 
the campus of Indiana University, and 
caters to the faculty and well-to-do resi- 
dents. The only business establishments 
near it are two lunch rooms with soda 
fountains, which are patronized largely 
by students. 

Store No. 2, which is also independ- 
ently-owned and full-service, is very sim- 
ilar to No. 1, except for its location. The 
proprietor has a filling station adjoining 
his grocery, which is near a corner that 
appears to be developing into a second- 
ary shopping center. The new University 
combined grade and high school, which 
is used for educational demonstrations 
and practice teaching, is located nearby. 
The street on which this store is situated 
is one of the main state highways, and 
the traffic at this corner is heavy during 
the hours when the children are going to 
and from school. The proprietor is an ag- 
gressive merchandiser, and does a con- 

1 These exceptions should not affect the results ma- 
terially, because one excepted store is in the inde- 
pendently-owned, full-service group, which is well rep- 
resented; and the results of the study indicate that the 


other, a country general store, is apparently not in 
direct competition with the Bloomington stores. 
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siderable amount of newspaper advertis- 
ing. 

Store No. 3, another of the independ- 
ently-owned group, has been established 
in Bloomington for many years, and is 
patronized by long-time residents, both 
faculty and townspeople. (Bloomington 
and Indiana University were founded 
over 100 years ago.) This is a busy store, 
requiring the proprietor and four full- 
time clerks to serve the trade. 

Store No. 4, independently-owned, is 
located in the downtown business dis- 
trict one block from the court house. In 
many respects it resembles the “‘old- 
time” grocery, with baskets of vegeta- 
bles, brooms, and other merchandise dis- 
played on the sidewalk in front of the 
store. The owner formerly kept books for 
the original proprietor. 

Store No. 5 is independently-owned, 
with limited service (free delivery but no 
credit). This store was opened less than 
three years ago. The proprietor is aggres- 
sive and is making a determined effort 
to get established by advertising “‘spe- 
cial prices” in the local newspapers. 

Store No. 6 is a unit in a local chain. 
Deliveries are made without extracharge, 
but credit accounts are not solicited, al- 
though a small amount of credit is given 
to preferred customers. The owner of the 
chain also sells at wholesale to other re- 
tailers, but does not actively promote 
this end of the business. Although most 
of the actual purchases were made at 
the chain’s No. 1 store, located in the 
downtown business district, some of the 
other units were visited. So far as could 
be determined, prices on identical ar- 
ticles were the same in all of the units. 
Stores located in some of the poorer sec- 
tions of the city, however, did not carry 
all of the articles priced in this study; 
thus indicating variations in stock plan- 
ning among the units because of differ- 
ences in customer demands. 


Store No. 7 is a chain store of the or- 
thodox type, owned and operated by one 
of the largest of the chain store organi- 
zations. This unit is situated in the down- 
town business district, on the square 
surrounding the court house. In Bloom- 
ington, as in many of the county seats in 
Indiana, the court house occupies an en- 
tire block, and retail businesses are lo- 
cated around it on all four sides. In the 
same block with this grocery are three 
variety chain stores, a unit of a national 
dry goods chain, and a chain drug store. 
Store No. 7 seems to draw a large portion 
of its trade from the country folk. The 
latter throng the sidewalk in front of 
these stores on Saturday afternoon; the 
men standing out in front in groups, the 
women in the stores shopping. Towns- 
people try to avoid buying in this block 
on the days the farmers are in town, be- 
cause of the crowds and the difficulty of 
getting the attention of the salespeople 
in the stores. 

Store No. 8 is a cash-and-carry super- 
market. It is located in an old warehouse, 
about two blocks from the court house 
and back from the street, alongside the 
railroad tracks. It was opened less than 
two years ago by a grocery wholesaler 
who had supplied the local retail grocers 
with merchandise for many years. 

Store No. 9 is another cash-and-carry 
supermarket, owned and operated by the 
largest of the national grocery chains. 
This company formerly had a unit simi- 
lar to Store No. 7, located on the op- 
posite side of the court house square, but 
closed it when the supermarket was 
opened. The site of the latter is a corner 
about two blocks from the court house 
square, on a street that runs between the 
railroad and an old residential section. 
Judging from the age of the automobiles 
that stand out in front, and from the 
types of people seen in the market, this 
store draws much of its trade from the 
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lower income groups, although it is also 
patronized more and more by members 
of the faculty. 

Store No. 10 is one of a small chain of 
five general stores. It is situated about 
eight miles west of Bloomington on a 
state highway, and at a “cross roads 
shopping center.”’ This firm also engages 
in country buying to a considerable ex- 


the articles an index was made for groups 
of related food products and also a gen- 
eral index. 

An examination of this data leads to 
the following conclusions concerning 
comparative prices and the competitive 
situation of chains and independents in 
the grocery business in Bloomington: 

1. Prices in the national chain’s su- 


TABLE I. CompaRATIVE Price INDEXES OF CHAIN AND INDEPENDENTLY-OWNED GROCERY STORES IN 
BLOOMINGTON INDIANA 


Based on Averages of All Prices Quoted 
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Stores No.’s. 1, 2, 3, & 4—Independently-owned, single unit, full-service, combination (groceries & meats). 


Store No. 
Store No. 
Store No. 
Store No. 
Store No. 
Store No. 


tent, and much of its business is obtained 
by trading with the farmers. 

The price comparisons are based on 
indexes which were prepared in two ways: 
from price relatives using the average of 
all prices quoted on the individual ar- 
ticles as a base, and from relatives using 
the lowest price quoted. (See Tables I 
and II.) To illustrate, the lowest price 
found in any store on Kellogg’s corn- 
flakes was two for 17¢, or 8.5¢; the aver- 
age for all stores was 10.8¢. Each of these 
prices was used in turn as a base to com- 
pute a price relative for that article, and 
from the relatives thus obtained for all 


s—Independently-owned, single unit, limited service (free delivery, no credit) combination. 
6—Local chain of 12 stores, free delivery, very limited credit, combination. 

7—Unit of a national chain store organization, cash-and-carry, combination. 
8—Independently-owned supermarket, owned and operated by a local independent wholesaler. 
g—Supermarket, owned and operated by a large national chain store organization. 

1o—Country general store, one of a local chain of § stores, located 8 miles west of Bloomington. 


permarket are 14% lower than the aver- 
age of all stores on nationally-advertised 
brands of foods. 

2. Prices in the independently-owned, 
single unit, full-service stores average 
6.75% higher than the average of all 
stores (or at least those included in this 
study) on nationally-advertised brands. 

3. The three highest-price independ- 
ents average §% higher than the fourth 
independent (Store No. 2) and the prices 
in these three are approximately the 
same. 

4. Using the average price as a basis 
for comparison, the local chain which de- 
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livers and gives a limited amount of 
credit is 9% higher than the national 
chain store unit, and 17% higher than 
the chain-owned supermarket. 

5. Every nationally-advertised brand 
purchased in the independent groceries 
was also found on sale at the chain- 
owned supermarket. But one of these 
brands was not carried in Stores Nos. 


the chain-owned grocery, but they would 
have to pay cash and do their own de- 
livering. They can have their supplies 
delivered by paying 23¢ more at the local 
chain, but for this same amount they can 
have both credit and delivery if they 
trade at the lowest-price independent 
store. 

The general conclusion is that when 


TaBLe IJ. ComparRATIVE Price INDEXES OF CHAIN AND INDEPENDENTLY-OWNED GROCERY STORES IN 
BLoomincTon, INDIANA 


Based on Lowest of All Prices Quoted 
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Stores No.’s. 1, 2, 3, & 4—Independently-owned, single unit, full-service, combination (groceries & meats). 


Store No. 
Store No. 
Store No. 
Store No. 
Store No. 
Store No. 


3 and 6; two were missing in Stores Nos. 
2 and 5; three in Store No. 4; six in the 
supermarket operated by the independ- 
ent wholesaler; and eighteen in the 
country general store. This may indicate 
a manufacturer’s price that is not ac- 
ceptable to the retailer, a difference in 
customer demand, or the desire to build 
up customer acceptance of a private 
brand. 

If buyers were always able to buy 
individual articles at the lowest prices 
quoted in any store in the city, they 
could purchase for $1.00 a supply of 
food that would cost them $1.02 at the 
chain-owned supermarket and $1.11 at 


5—Independently-owned, single unit, limited service (free delivery, no credit) combination. 
6—Unit of a local chain of 12 stores, free delivery, very limited credit, combination. 

7—Unit of a national chain store organization, cash-and-carry, combination. 

8—Supermarket, owned and operated by a local independent wholesaler. 

g—Supermarket, owned and operated by a large national chain store organization. 
10o—Country general store, one of a local chain of 5 stores, located 8 miles west of Bloomington 


independently-owned stores are operat- 
ing side by side with the chain stores and 
supermarkets at a higher retail price 
level, they are supplying different mar- 
kets. It is not so much a question of com- 
parative prices as it is of finding out what 
people want and what they are willing to 
pay. Some want credit and delivery and 
others do not. Those who desire both the 
commodity and the service make up one 
market, while those who wish to buy the 
commodity without the service make up 
another. There is one demand curve for 
commodities and a separate demand 
curve for service. 

These demand curves are influenced 
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by the personal characteristics of the 
customer. There is one type of shopper 
whose sense of importance is magnified 
by the feeling that she makes her own se- 
lections, serves herself, and gets the most 
for her money. There is another type 
that prefers to do her buying with as lit- 
tle effort as possible, and to use her time 
for other activities. She will indulge her- 
self in this preference to the extent that 
her income permits. The independent 
grocery must decide to which type he is 
going to make his appeal, and his price 
policy will be determined to a large ex- 
tent by his decision. 

The effect of habits, convenience, and 
friendship for the proprietor are also im- 
portant considerations in the smaller 
cities. To illustrate, a family moves into 
a community, and since groceries are an 
immediate requirement, one of the first 
actions taken is to find the nearest food 
store. Perhaps the costs of moving have 
been high and the supply of cash has run 
low. A charge account, therefore, re- 
lieves the immediate burden of financing 
the household expenses. 

The family continues to trade at the 
same store and the housewife becomes 
accustomed to the store’s prices and 
brands. Perhaps the proprietor’s wife 
helps in the store, and the lonesome new- 
comer welcomes the chance to have a 
chat and obtain some local gossip while 
making her daily purchases. In this way 
a friendly relationship is developed 
which will make the housewife reluctant 
to change to another store for the sake 
of a small price saving. Trading becomes 
more than mere bargain-hunting. Also 
the customer may hesitate to try out an- 
other store because she might not like 
it, and would be embarrassed at having 
to return to the old one. 

In a large city, friendly relationships 
with the store personnel may not be so 
important. It is interesting to note that 


the 14% differential (see Table I) found 
in Bloomington between the chain- 
owned supermarket and the average of 
all stores (Average, 100; supermarket, 
86) checks closely with the studies made 
by Professor Taylor? in Durham, North 
Carolina, and Professor Palmer in Lex- 
ington, Kentucky, in 1930,* but is higher 
than the differentials found in the large 
cities by the Federal Trade Commis- 
sion.! 

Some investigators have raised the 
question as to whether or not these dif- 
ferentials have grown smaller in the last 
five years. For example, Professor Con- 
verse reported in 1931° a differential of 
8.4% existing in Champaign-Urbana, 
Illinois, between chains and independ- 
ents, but when he repeated his study in 
1937° he found it to be only 6.5%. One 
explanation for the differences in these 
differentials as reported by investigators 
in widely scattered cities is that habits 
and customs change more slowly in some 
places than in others. The more aggres- 
sive enterprisers will be attracted to 
those cities that appear to offer the best 
opportunities for business growth, such, 
for example, as a university with a rap- 
idly increasing enrollment. In this study 
the proprietor of Store No. 2 seems to be 
that type, and the price differential be- 
tween his store and the regular chain 
store unit is only 9%, whereas it is 15% 
between the chain store and the highest 
price independent. 

Although this study is local in char- 

2 Reported in the Harvard Business Review, VIII, No. 
4, July, 1930, p. 413. 

3 Reported in Fournal of Commerce, July 19, 1930 and 
August 2, 1930. 

See reports of the Federal Trade Commission, 
Senate Documents No.’s 62, 69, 81, and 88, 73d Con- 
gress, Ist session. U. S. Govt. Printing Office. 1933. 

5“Prices and Services of Chain and Independent 
Stores in Champaign-Urbana, Ill.” Natma Bulletin 
No. 4. October, 1931. 

* “Prices and Services of Chain and Independent 


Stores in Champaign-Urbana, Ill.” THE yourNAL OF 
MARKETING II, No. 3, Jan. 1938, p. 193. 
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acter, the results may have some general 
application. Market areas have more or 
less clearly definable characteristics, such 
as population, source and variability of 
income, and buying habits of customers. 
These areas may therefore resemble each 
other to the extent that such character- 
istics are similar. To illustrate, studies 
made in Indiana’ indicate that the 92 
counties in this state can, for purposes of 
comparison, be grouped into four classi- 


7 For example, see a recent vocational survey made 
by the Works Progress Administration, Indianapolis. 
The report is not yet published, but the original data 
were examined by the author. See also “Industrial De- 
velopment of Indiana,” Indiana Studies in Business, In- 
diana University School of Business, Bureau of Business 
Research. September, 1937. Particularly note the charts 
showing relative distribution of manufactures, e.g. 
Chart 14, page 49, “Value of Product, 1930”; Chart 21, 
page $9, ““Total Wages Paid, 1930”; and Chart 28, page 
66, “Number of Wage Earners, 1930.”” Also see Chart 
44, page 97, “Agricultural and Industrial Income, 
County Distribution, 1930.” 


fications: Industrial, Semi-Industrial, 
Semi-Rural, and Rural. If this assump- 
tion is true, it follows logically that the 
conditions in any particular type of busi- 
ness in one county also exist, to a con- 
siderable extent at least, in other coun- 
ties in the same classification. Further- 
more, a study of counties in other states 
may disclose a similarity of market char- 
acteristics which will enable one to judge 
conditions in these counties with a fair 
degree of accuracy by comparing them 
with the one county studied.® 


8 Bloomington, a city of approximately 20,000 popu- 
lation, is the county seat of Monroe County, which is 
classified as ‘“‘Semi-Rural.”’ The industries located there 
include the quarrying and milling of limestone and the 
manufacture of furniture. Agriculture is another source 
of income, although the topography is hilly—not the 
rich, level farm lands found in the northern part of the 
state. Indiana University supplies the retail grocers 
with customers who have a steady and sustained in- 
come. 











A METHOD FOR MEASURING PRODUCT 
ACCEPTANCE 


RAYMOND FRANZEN anp DARWIN TEILHET 


Eprror’s Note: The editors anticipate that the paper 
by Messrs Franzen and Teilhet will arouse considerable 
comment. Specific questions should bereferred to the authors 
at 9 Rockefeller Plaza, New York City. 


T 1s desirable to obtain consumer esti- 

mates of both new and established 
products in relation to their competitors. 
These comparisons should be in terms of 
specific types of use. Such information 
is essential to some of management’s de- 
cisions in regard to change of product, 
advertising copy, and sales promotion. 
Evidence of this kind is especially nec- 
essary as a partial basis for decisions 
upon changes in an established product, 
or the introduction of a new one. 

To be used in this way, consumer 
estimates should be based upon ade- 
quate experience with the products con- 
cerned. Consumer jury product tests 
usually fail to yield convincing evidence 
that the individuals who make the judg- 
ment have been exposed to the products 
being measured in a way which repro- 
duces the true market experience. The 
issue is between types of psychological 
evidence. Choice of one product over an- 
other, under conditions where the re- 
spondent is asked to form an expert 
judgment between them, can be shown 
to be far different from judgment made 
under natural conditions when both prod- 
ucts are continuously available. The 
method here presented was derived to 
overcome known errors made by con- 
sumer juries. 

The character of the information need- 
ed requires a direct evaluation of experi- 
ence with the product. Responses to be 
valuable should refer directly to a de- 
fined experience and not be generalized 
as are the expressions “like” and “do not 


156 


like.” The testimony on established prod- 
ucts must clarify the degree to which 
other products compete, what possibili- 
ties of substitution exist and how a con- 
templated change will modify use. In 
the case of a new product the evidence 
must show its place among similar prod- 
ucts, the potential competitive stress of 
each of them and the specific uses in 
which it has an advantage or a disad- 
vantage. This type of information may 
be described as an analysis of consumer 
acceptance. 


Metuops Usua.t_y EMPLOYED TO 
DETERMINE CONSUMER 
ACCEPTANCE 


Problems in consumer acceptance 
have always been included in the field of 
market research. We have, however, 
been disappointed in the precision with 
which this acceptance has been analyzed. 
This probably results from faults which 
are inherent in the methods most com- 
monly used. 

One of these methods is the use of a 
questionnaire applied to a random sam- 
ple of housewives. This method has se- 
vere practical limitations because the 
pertinent evidence exists only where 
market experience can be traced. It is, 
of course, entirely impractical with new 
products. Even the experiences which do 
apply to a particular comparative judg- 
ment are hard to evaluate because famil- 
iarity with other products, in addition to 
those under investigation is so varied. 
This makes it very difficult to obtain 
concise expressed preferences for any 
given comparison. The time elapsed 
since the experience always covers a 
wide range and estimates made of this 
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time lapse are faulty. This further clouds 
a clear consideration in respect to the 
preference for one of two products. Since 
type of intermittent use of a product is a 
large determinant of the preference ex- 
pressed for it, the additional confusion 
arising from sequence of use of any two 
products, makes a statistical treatment 
of their comparative acceptance difficult. 

For all of these reasons expressions of 
preference obtained at random are not 
reliable indications of the reiative accept- 
ance of two products under similar condi- 
tions. Familiarity, recency and pressures 
are unequal. General discussions of pref- 
erence for products are further compli- 
cated by the inability of our respondents 
to make precise psychological evalua- 
tions or to use quantitative adjectives in 
the same manner. 

Another method of measuring accept- 
ance of products is by induced experi- 
ence such as tests by consumer juries. 
There is a wide range in the manner of 
application of this kind of test. On one 
extreme we have laboratory tests where 
the subjects taste various products and 
give their preference immediately fol- 
lowing the experience. On the other ex- 
treme we have distribution of one or 
more products to a panel who are told 
to try them and later give evaluations. 
Consumer jury methods vary widely in 
the degree to which the exposure of the 
consumer to the products is normal. This 
is an important element in their value. 
Expressions of preference, given by con- 
sumers who pose as experts and evaluate 
the product at a designated time and 
place, seem to us to have severe faults. 
These faults arise from the artificial na- 
ture of the situation and the lack of qual- 
ifications as experts by the consumers 
who offer the judgments. 

Whether or not the experience meas- 
ured approaches normality the consumer 
juries usually have one important psy- 


chological condition in common. Knowl- 
edge of the questions to be asked, and 
the judgment which is to be rendered 
usually precedes experience with the 
products. This places the respondents in 
the role of experts and precludes direct 
testimony of market behavior. Expert 
decisions cannot be expected from groups 
who are selected to be representative, 
nor will pre-arranged decisions ade- 
quately reflect motives of use or dis-use. 


THE “PLANTED SAMPLING” METHOD 


Because of these shortcomings we felt 
a need for experiment with a method 
which was more natural and which yield- 
ed more precise opinions. We, therefore, 
devised a technique based upon exposure 
to paired comparisons of a number of 
products. 

The method examined rate of con- 
sumption and expressed preference un- 
der conditions as nearly like untested 
experiences as possible. Actual compara- 
tive experience was offered, but with 
only two products at a time. This allowed 
normal conditions of choice by exposure 
of each family to enough of each of a 
given pair of products. It was apparent, 
as the experiment progressed, that 
choices made early in such paired ex- 
posure were not reliable evidence of 
preference. When a family was exposed 
to a pair of products over a long enough 
period of time, however, the preference 
for one or the other became a reliable in- 
dex of consumption. The method also 
allowed for normal occasions of use by 
leaving the manner of use of each of the 
two products entirely to the choice of the 
respondent. 

Objective evaluation of each paired 
comparison was provided by measure- 
ment of the amount of each of the two 
products consumed at given intervals 
of time. This was arranged in a manner 
which did not interfere with the normal 
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consumer attitude toward the products 
tested. Final interviews included ques- 
tions which gauged the purpose for which 
each of the products was used by each of 
the individuals in the family who par- 
ticipated in the consumption. These 
questions gave valuable evidence of ex- 
pressed preference in relation to occasion 
and type of use. Since the interview was 
conducted only with individuals known 
to have been exposed to a pair of prod- 
ucts, all of the testimony could be ap- 
plied. 

Whenever three or more products were 
tested, the analysis allowed a computa- 
tion of the consistency of the results. 
This was possible because each product 
was paired with each other one using a 
separate set of families for each compar- 
ison. The method can, of course, be 
adapted to any number of products, to 
any duration of experimental time, and 
to any volume of the products tested. 
A long experimental term may be used 
to insure the results against the effects 
of novelty when one of the products is 
entirely a new one. 


SPECIAL APPLICATIONS 


This method can be adapted to special 
market needs. If, for instance, an im- 
proved canned product, which is new to 
the market, is being tested against a 
standard brand, the last interview can 
include a test of willingness to accept 
less of this new product for the same 
price as the usual amount of the stand- 
ard. In one experiment, for instance, the 
choice between a gift of two cans of prod- 
uct “B” or one can of product “A” was 
offered on the last visit of the interview- 
er. Two-thirds of the respondents chose 
the one can of product “A,” indicating 
that the preference for this product in- 
cluded a willingness to accept it at a sac- 
rifice of quantity. This was taken as 
proof that a price differential is possible. 


The use of “A” and “B” in this de- 
scription is done only for convenience to 
the reader. In the actual experiments the 
designations were sometimes names and 
sometimes symbols. We obtained evi- 
dence to show that the designations used 
did not control the choice except in cases 
where labelled products were deliberate- 
ly used in order to test the influence of 
the package. This may, of course, be 
done with identical products in differing 
packages. There need be no error in the 
experiment due to the manner in which 
the products are designated. 

Another example of special application 
is the calculation of the rapidity with 
which a particular product is consumed 
in relation to the number of children in 
the house. One type of product has been 
found to be consumed more rapidly than 
another in all homes having children and 
the difference in the rapidity of consump- 
tion increases with the number of chil- 
dren in the household. 


EXAMPLES OF APPLICATIONS 
Wuicu Have BEEN MapDe 


Example 1: A producer of breakfast 
juices at one time was considering a 
change in the consistency of one of his 
products. Should it be heavier or lighter 
than the standard product? The change 
in machinery involved would have been 
expensive and the possible sacrifice of 
prestige which the product had already 
earned would have been even more seri- 
ous. 

Five grades of the product were put 
into sample cans labelled by symbols 
only. For convenience of reference we 
will call these A, B, C, D, and E.! The 
cans were paired and a representative 
group of families was tested with every 
combination, that is: 

1 Please note that letters are used for convenience of 
the reader. In actual experiments the different products 


may, of course, be designated by symbols. This is easy 
since each family is exposed to two of the products only. 





AY 


—— Ay Ay 
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AB 
AC BC 
AD BD CD 


AE BE CE DE 


The possibilities were that there was a 
market for both the very heavy and the 
very light, for either of these two only, 
or for any one of the three medium 
grades. 

Each group of respondents used for 
each of the different combinations was 
tested in the same way. Correlations 
were computed between expressed pref- 
erences and the relative amounts of 
juice left. It is obvious that on the whole, 
an expressed preference for one of two 
forms of juice should be related to a 
larger remnant of the other one, pro- 
vided there has been sufficient exposure 
to a sufficient amount of each juice. 

The evidence clearly indicated that 
preference for various levels of clarity 
was not a valuable market consideration. 
About equal numbers were attracted 
in each direction from the average, and 
this average was the standard product. 
There was no evidence which indicated 
that a change in amount of settlings 
would make a desirable difference in 
market demand. If a choice had been 
made upon these materials, without any 
sales precedent, ““C” (which was -the 
standard product) would have been 
designated because it represented a mid- 
dle point between equally divided pref- 
erence for a thicker and a thinner prod- 
uct. This conclusion remained the same 
when amounts left were used as the cri- 
terion without any consideration of ex- 
pressed preference. 

Example 2: One hundred and forty- 
four families were exposed to five cans of 
each of two similar products, one of them 
(X) new. (Other products were also used 
in this same experiment, but the exam- 


ple is confined to “X”’ and “Y’’.) Of the 


144 families who were so exposed, 75 had 
used unequal amounts by the end of the 
experiment and the other 69 had used 
equal amounts. Of the 75 who used un- 
equal amounts 67% used more“X”’ than 
ae ig 

It is, of course, understandable why 
only half of the families used unequal 
amounts. Some had used none, or so lit- 
tle of each ‘that registration of a differ- 
ence would be impossible. Others had 
tried equal amounts of each because 
they still had no preference. However, 
five-sixths of the families had used the 
new product as fast as, or faster than, the 
standard product. 

The conclusions registered by these 
objective measures of rate of use were 
amplified and endorsed by expressed 
preference. In this case ““X’’ was pre- 
ferred to “Y” for use at dinner by 62% 
of those using both for dinner, it had 
equal favor in 16% of the cases, and “Y” 
was preferred to ““X”’ for this purpose in 
only 22% of the cases. The kind of use 
which was made of “X”’ yielded further 
interesting corroboration. 

Example 3: Five products were used 
in an experiment to determine the ac- 
ceptance and the substitution possibili- 
ties of two new fruit products. Three of 
the products used were standard and the 
other two were new. One of the standard 
products belonged to the company con- 
ducting the experiment. Each of the 
possible paired comparisons, except that 
between the other two standard prod- 
ucts, was tested in one city. 

There were then nine paired compari- 
sons made in nine cities. Forty-eight 
families were tested in each city, each 
family being interviewed two times. Four 
cans of each of the two products in each 
paired comparison were distributed to 
each family during the experiment. The 
elapsed time between the first visit and 
the last was seven days. 
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It was shown in this experiment that 
the standard product of the company 
conducting the experiment, when paired 
with each of the other products, was con- 
sumed faster than either of the new prod- 
ucts, faster than one of the standard 
products, and as fast as the other stand- 
ard product. One of the new products 
tested was consumed faster than any of 
the others, except the company’s stand- 
ard product. The final ranking, com- 
puted from amounts left, using combina- 
tions of each with every other as a basis 
for the computation, was as follows: 


Standard product of the company con- 
ducting the experiment 

One of the new products 

Standard competitor A 

Other new product 

Standard competitor B 


Figures on expressed preference elabo- 
rated this rating. Use of the fruit prod- 
ucts which were tested in this experi- 
ment is mainly at breakfast and at non- 
meal-time occasions. The effect of break- 
fast use on consumption was shown by 
the experiment to be far larger than the 
effect of other uses. The breakfast pref- 
erence expressed for the winning stand- 
ard product by children far exceeded 
that expressed for any of the other four 
which were paired with it. Breakfast 
preference for this product by adults far 
exceeded the preference expressed by 
them for either of the new products, ex- 
ceeded the preference expressed for one 
of the competing standard products by a 
small margin and equalled the prefer- 
ence expressed for the other one. 

When expressed breakfast preference 
by adults and children together are used 
to compute the rank of the products, the 
result is the same as that obtained by 
computations based upon amounts 


left. 


VALUE OF THE ““PLANTED SAMPLING” 
METHOD FOR ESTABLISHED PRopbucts 


One of the objectives of this type of 
test is to determine whether the product 
has the qualities necessary to widen its 
market. The test is designed to deter- 
mine the degree to which a product is as 
acceptable as others, provided it be 
given the proper introduction and enough 
promotion to initiate a trial. If a product 
will benefit from further promotion, then 
acceptance will follow trial, but if there 
is a barrier in the form of a real prefer- 
ence for its competitors, the evidence 
from this experiment will so indicate. 

By eliminating the influence of market 
pressures, as is done by the conditions of 
this experiment, one is able to determine 
the acceptance of a product for different 
purposes. Special shortcomings of a prod- 
uct are defined and are clearly pre- 
sented in terms of the presence of quali- 
ties in competitive articles. This com- 
parative setting in the expression of 
shortcomings is especially important. 
The results will show why another prod- 
uct has been preferred and how often 
such preferences are likely to occur. 
These definitions of types of use and 
types of complaint should help to direct 
advertising and sales promotion. 

Analysis of these materials indicates 
whether a product is used as quickly and 
preferred as often, for given purposes, in 
homes with or without children, or in 
homes with given adult constituents. 
Relative emphasis of market demand for 
a product by men, women and children 
is clarified. The method is especially 
adapted to indicate whether a change in 
a product will increase sales. It allows 
pre-testing of contemplated changes in a 
product as explained in Example 1. Very 
accurate predictions may be made of 
market results which would follow given 
product changes. It also allows decisions 
of degree of a change or modification in 
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cases where a particular change has 
proven valuable. 


Types or VALUE FOR 
New Propwcts 


The method is designed to determine, 
in advance, how a product will be re- 
ceived by consumers in average homes. 
It should enable the producer to predict 
the competition which the contemplated 
product may be expected to give to any 
of the established products in the field, 
when advertising and promotion are 
equal. Estimates may be reached of po- 
tential sales quotas. In general, an at- 
tempt is made to determine the recep- 
tion which a new product will receive, 
whether or not it is able to break into a 
well-established market and how soon 
adequate sales may be expected. 

As a by-product of these findings, we 
may estimate the infringement on the 
market of other products already there. 
The degree to which the interest for the 
new product is unique to it or substi- 
tuted for former interest in other estab- 
lished products may be determined. 
Analysis of acceptance will help to de- 
cide whether the new product fills an 


existing requirement or creates a new de- 
mand. In connection with such conclu- 
sions as these, the data will show whether 
the housewife is able to distinguish her 
interest in the new product from that al- 
ready vested in competitive products. 
The test shows whether or not she can 
recognize the difference between it and 
competitive products when both are un- 
labelled. 

The materials may be treated so that 
they relate types of use to rate of con- 
sumption. Sales promotion efforts may 
be guided toward the development of 
profitable uses. Effects of novelty may 
be determined so that these promotion 
efforts may be warned against an early 
acceptance which it is difficult to con- 
tinue. Trends in rate of use for given 
purposes, at given periods after an initial 
experience, may be developed. 

The method here presented can be 
simplified or elaborated according to 
need. Direct evaluation of a new product 
is not expensive. A sample of 50 families 
will allow valuable evidence in respect to 
one paired comparison. The costs consist 
of the products distributed, the inter- 
viewing, and the statistical handling. 
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SOME THINGS WE DO NOT KNOW ABOUT THE MARKETING 
OF PERISHABLE AGRICULTURAL COMMODITIES 


J. H. GENUNG 
President, National Marketing Service Co., Camden, N. F. 


Epiror’s Nore: In the brief statement below Mr. 
Genung raises some important questions which he orig- 
inally posed to the Secretary of the Association. Com- 
ments from readers would be appreciated. 


SING the term “market” in the same 

sense that is used to describe the ‘“‘mar- 
ket” for stocks and bonds on the New York 
Stock Exchange, and the “market” for 
wheat on the Chicago wheat pit, we arrive 
at the conclusion to start with, that there is 
no similar “market” in this same sense of 
the word for perishable farm products. 
There are a great many places where one 
can buy the physical commodity, but there 
is no dealing in futures to any extent 
in these farm products except for contract 
purchases by large canners; nor is there any 
uniform grading existent, due to the perish- 
ability of the product itself; nor is there any 
uniformity in the methods of distribution of 
these goods. This tends to prevent the set- 
ting and standardizing of an established price 
for fresh fruits and vegetables, such as exists 
for wheat and for stocks and bonds. 

Traditionally, the price of a perishable 
commodity is established at the actual 
point of contact of the goods themselves 
with the buyer and seller. Whether this is 
necessary or even reasonable, or not, is very 
hard to say, but it is traditional, and it may 
be possible to overcome this by trading in 
futures and in other ways. 

Some things we do not know are as 
follows: 

(a) The effect on market prices of the 
short-circuiting of existing wholesale fresh 
fruit and vegetable markets, either through 
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private sale, public sale, or auctions, by 
purchases off and around the market based 
on the market prices as published by the 
Department of Agriculture, which, in turn, 
may or may not be based on sales of com- 
parable quantities of goods at the established 
trading point. It is possible, and indeed in 
some cases quite probable, that the market 
price which the Department of Agriculture 
sets on top and bottom quotations, for in- 
stance, on strawberries during the early 
season may be on a very limited quantity 
sold by very few dealers to comparatively 
small individuals, whereas, the large buyers 
buy at this same price in carlots. Obviously, 
it is impossible for many of the large chain 
distributors to assemble the goods they need 
in some of the large metropolitan wholesale 
markets due to the intense congestion en- 
countered, and they are forced to arrange for 
the goods they want by trading off and 
around the market and by going direct to 
the production points. And this brings us 
to a corollary question: 

(b) The effect on the market prices of the 
reports by the Department of Agriculture. 
There is a great difference in the minds of 
members of the trade themselves as to the 
effect of this information based as it is on 
sales of any quantity from one case to ten 
carlots and stating neither the grade nor 
the quantity on which the price is based. 

(c) A third question is the effect of the 
various regulations and subsidies on the 
market prices. A study of the marketing laws 
of the states, we understand, is being under- 
taken by one or perhaps several branches of 
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the Federal Government, but no correlated 
information is available as yet on the con- 
flicting marketing laws and their effects on 
interstate commerce, except for a few famous 
cases, one of which is that of the West 
Virginia potato dealer who bought potatoes 
in Michigan. The potatoes were graded 
U. S. No. 1 in Michigan and were up to 
State of Michigan standards as well as 
State of West Virginia standards, United 
States standards in West Virginia, and 
United States standards in Ohio. However, 
the dealer was arrested in Ohio for trans- 
porting potatoes which were not up to State 
of Ohio standards. Other cases equally 
famous are those in which it is impossible to 
live up to some of the states’ milk regula- 
tions without disobeying some of the laws 
of nearby states. These are not isolated 
cases, and not until we have a survey and 
correlation of all these various regulations 
can it be safe to advise anyone to haul his 
goods without risk. Health quarantines, 
commerce regulations, highway preservation 
rules, and many other barriers are being 
erected as we know, and as to how far these 
have gone in actual hampering the distribu- 
tion of goods, we do not know, nor do we 
know of any attempt to find out this fact 


along with the effect on the market prices 
of the goods themselves. 

(d) Further, looking into a different field, 
what are the effects on the wheat market 
of the severe regulations of trading that 
exists for this commodity? 

(e) Another factor in the establishment of 
market prices these days is the Surplus 
Commodities Corporation. How this agen- 
cy’s subsidies affect the market price is a 
question that should be studied, bearing 
in mind the amount of money spent and 
the quantity of commodities thereby taken 
off the market. The question is also debat- 
able as to whether the spending of this money 
eventually stimulates or depresses the price. 

Is it possible to find out these things and 
again, if we find out the facts, are they worth 
while knowing? Perhaps someone knows, but 
there appears to be no channel by which 
an approach to a study of the problem may 
be made in an intelligent, realistic manner. 
These are some of the questions that might 
very well be propounded to a group which 
is interested in the study of the market as a 
whole. The libraries are full of studies of 
parts of this picture, but the correlating of 
this information is a task that will require 
more than a capable staff. 


AID FOR THE INDEPENDENT RETAIL TRADE— 
A STEP TOWARD FASCISM? 


ERWIN REISNER 


Eprror’s Note: Dr. Reisner, like Professor Froehlich, 
with whom he takes issue is a former resident of Vienna 
where he was engaged in trade association work. His 
present address is 1360 Green St., San Francisco, Calif. 


HE paper “Changes in Central European 
“ Retail Trade” by Walter Froehlich in the 
January, 1940 issue of THE JOURNAL OF 
MARKETING criticized the policy of restric- 
tionism advocated by the retail trade, and 
came to the conclusion that its success has 
helped in destroying free economy and at the 
same time it endangered most seriously its 
own existence. Though the article gives a 
comprehensive picture of the confused con- 
ditions of the Central European retail trade, 


I cannot agree with its conclusions, which I 
will treat exclusively. I shall try to show that 
the actions of the Central European retail 
trade were necessitated by the preceding 
economic and political developments and a 
real attempt to preserve an important sector 
of free economy afterwards destroyed by the 
German fascism. 

As Froehlich points out, the main factor 
to be considered is the pauperization of the 
peoples of Central Europe following the 
first World War. This hit above all the 
middle class, which lost the jgreatest¥part 
of its capital reserves thus making it de- 
pendent upon the banks and manufacturers 
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who had acquired the so called ““Sachwerte” 
(substantial values). Under ordinary cir- 
cumstances a gradual improvement of the 
economic conditions could have been ex- 
pected, but such a development did not 
take place in the Central Europe of those 
days. The establishment of new states from 
the former Austria-Hungarian Monarchy 
set up thousands of miles of new border 
lines. Old business relations were cut off 
since each of the new countries was eager 
to be economically independent. Besides 
industrial plants had been enlarged to cover 
war needs, and new industries were founded 
in countries originally producing agri- 
cultural goods only. So—after a short boom 
—an over-industrialization took place which 
exceeded by far the purchasing power of the 
small area in question. Where formerly one 
factory used to satisfy the whole demand, 
often several better equipped and newer 
plants had to look for profitable business. 
These newly created national industries 
also could hardly compete with the enter- 
prises in the surrounding countries and had 
to demand protection from the government 
against imports. Often enterprises were 
founded only after they were promised in 
advance that all competition from the out- 
side would be excluded. Since every country 
tried to prevent imports and to increase 
exports, the tariffs soared; often supple- 
mented by a total prohibition of imports. 
This promotion of the home-industry cre- 
ated monopolies in most business lines, 
frequently empowering a single corporation 
to dictate its conditions to the customers. 

In spite of governmental protection and 
the monopolistic position of many of the 
industrial enterprises, the poor markets, the 
insufficient utilization of their capacity, 
high interest rates, and the general in- 
security of the political and economic situa- 
tion prevented most of them from producing 
profitably. In an effort to increase the earn- 
ings they sometimes started to sell their 
products to the consumer directly or skipped 
at least the wholesale distributors. Another, 
and often very successful way of improving 
the prospects of manufacturing was through 
trade agreements with the distributors, 


thereby securing stable prices and the 
domination of the market. Both ways im- 
paired the situation of the retailer. The first 
brought not only manufacturers but also the 
wholesale dealers into the retail trade and 
thus the independent retailer found himself 
in competition with groups far superior 
financially. In the second case the retailers 
and craftsmen had to face the united manu- 
facturers and wholesale distributors thus 
becoming dependent upon their mercy. This 
situation was motivated by the economic 
conditions described above, and made pos- 
sible by the highly developed cartel-organi- 
zations of big business. It demanded a 
remedy which could only come through 
strong organizations of retailers and crafts- 
men, determined to promote their own 
interests. (Trust-busting was not considered 
a practicable way out.) The great number 
of persons connected with a single trade 
makes it difficult to organize small business. 
Therefore governmental measures were often 
required to make these organizations func- 
tion. 

There is no doubt that quite a number of 
the demands and the laws enacted there- 
upon were a real nuisance, for example some 
sections of the license-system and various 
restrictions limiting the business activities 
of department and chain stores. Neverthe- 
less I am of the opinion that the protection 
of small, but not inefficient, business against 
the overwhelming power of highly capital- 
ized enterprises was and is a perfectly 
sound practice. The same is true with respect 
to the efforts to limit the competition among 
the small enterprises, the number of which 
had grown considerably in spite of the im- 
poverishment of the Central European coun- 
tries. Facing an unbearable lowering of their 
standard of living, many of the small busi- 
ness men were confronted with the alterna- 
tive of giving up their business and applying 
to public charity, or limiting competition by 
suitable measures. Both people and govern- 
ments preferred the latter and tried to find 
a way out by combining the experience of 
cartel-organizations and the guilds. This was 
at least the idea of many realistic thinking 
business and political leaders with regard 
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to the utilization of the idea of the “cor- 
porative state” in Austria. The other Cen- 
tral European countries followed similar 
schemes. 

But also the political reasons which lead 
to the departure from former principles, 
should not be overlooked. After the war 
and with the collapse of the ruling powers 
in the Central European countries, labor— 
represented by the unions and the socialist 
parties—threatened the existing system of 
private enterprise. The non-socialistic parties 
started to organize very soon for defense and 
in order to gain the support of the large, 
active urban middle-class it was necessary 
to protect it against adverse economic con- 
ditions. Big business, primarily endangered 
by the rising power of labor, had finally to 
forego a few of its advantages. This was done 
partly voluntarily through agreements with 
the retailers and craftsmen; partly by laws 
and special ordinances which increased the 
authority of the guilds and trade-associa- 
tions. In order to “appease” the “‘little 
fellow,” manufacturers, distributors and 
department stores were restrained from car- 
rying on certain business activities. The 
checking of competition among the small 
storekeepers was one of the main tasks of the 
guilds and trade-associations. They were em- 
powered to settle their own affairs. Their 
legal power to restrict the influx of persons 
in already overcrowded crafts, trades and 
locations was strengthened. They could con- 
trol effectively the maintenance of fair trade 
practices and adequate standards in their 
trades. Under certain circumstances and 
with permission of the government they 
could also fix prices and business conditions. 

Such measures do not exclude progress 
and should not simply be labeled as fascist 
or totalitarian. In spite of some limitations 
of the freedom in carrying on business they 
must be understood as attempts to cope with 
a new phase of economic development and 
to preserve an important sector of private 
enterprise. Of course protective regulations 
cannot produce prosperity, but they are 
often able to guarantee independence and 
a modest living for a considerable part of 
the population in times of depression. 


Opening new and improving existing mar- 
kets was beyond the power of the small 
nations in question. It may be that we would 
know and be able to tell more, if the efforts 
undertaken had had time to mature. 

The measures to preserve the independent 
retail trade did not destroy the free economy 
in Central Europe. They were preceded by 
fundamental changes in the economic struc- 
ture of this part of Europe during and after 
the war of 1914-1918. The modern industrial 
enterprises and their organizations arising 
in the midst of exceptional political condi- 
tions were the pacemakers of a development 
which did not remain confined to Central 
Europe. Nevertheless free institutions could 
have been preserved. It was the inexperience 
and incompetence, the reluctance and short- 
sightedness of big business, and the lack of 
democratic spirit, which hampered it. Im- 
portant parts of the middle-class were not 
satisfied by the advantages achieved and did 
not want to wait for the results of slow prog- 
ress. They became the victims of a reckless 
propaganda which in the meantime has 
proved much more effective than anybody 
had ever imagined. 

The United States also are not free from 
the phenomena here described. Without 
analyzing the causes of this resemblance, 
one may assert that closed borders, mo- 
nopolies, lowered purchasing power, labor 
unrest, unequal competition between big 
and small-scale business and growing com- 
petition in the ranks of the latter, bring 
about somewhat similar problems. The dif- 
ficulties of small business were apparent 
long ago. The steadily expanding federal 
and state legislation in behalf of the retailers 
proves that. In the face of a fading free inter- 
national market, a highly developed econ- 
omy requires at least the preservation of 
the purchasing power of the home-country. 
Democracy needs independent individuals. 
Therefore the one million small stores, rep- 
resenting two-thirds of all retailers and pro- 
viding employment for 1} million people 
cannot be neglected. Their independent ex- 
istence and decent standard of living are 
important national issues also in this 
country. 
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The needs of the independent retail trade 
are likely to be disregarded in gearing up 
to a planned emergency-economy for the 
government probably will have to favor and 
legalize powerful organizations of big busi- 
ness. What ever may come, small inde- 
pendent business will have to coordinate 
its forces in order to protect its interests. 
Its organizations to date have had to master 
many vital problems; more will arise in the 


time to come. Scientific methods and demo- 
cratic control will have to avoid the mis- 
takes made elsewhere. Cooperation of the 
interested business groups should provide 
better results than a ruthless competition or 
increased state-regulation. To find the right 
solution in the framework of a free economy 
will be the task of our time. Let us hope the 
European experience was not in vain. 


THE BUYING HABJTS OF WOMEN STUDENTS ON THE 
UNIVERSITY OF PENNSYLVANIA CAMPUS 


WALTER P. KUENSTLER 


Epiror’s Note: The following is a condensation of a 
senior research thesis prepared by Mr. Kuenstler at the 
University of Pennsyloania. A copy of the original thesis 
may be obtained by application to Professor Ralph F. 
Breyer, Wharton School of Finance and Commerce, Uni- 
versity of Pennsylvania, Philadelphia, Pa. 


s AN aid to the effective solicitation of 

advertising for the Bennett News, the 
newspaper published by women students at 
the University of Pennsylvania, a survey of 
the buying habits of women students was 
undertaken. Information was obtained as to 
the common articles of apparel purchased, 
the number of each class bought, the average 
price paid, the proportion of total purchases 
made in Philadelphia, the Philadelphia 
stores in which students preferred to shop, 
the brands of cosmetics and toilet goods 
used, the service establishments (such as 
beauty salons and restaurants) patronized, 
hobbies, interests, and newspaper reading 
habits. 

Every effort was made to discover all sig- 
nificant variations in purchasing habits as 
between fraternity and non-fraternity stu- 
dents, students living in Philadelphia and 
those from out of town, students living on 
and those living off the campus, and between 
different academic classes. 

A two page questionnaire was distributed 
to all women students and a 25 per cent 
sample (218 returns) was secured. Careful 
testing and analysis of data revealed the 
absence of any significant bias. 

The survey revealed that Pennsylvania 


women students spend more than a quarter 
of a million dollars annually on their prin- 
cipal items of clothing. 

The average student spent $292 annually 
for her clothing, divided as follows: seven 
dresses at $11.37; two evening gowns at 
$21.17; five sweaters at $4.24; and three 
skirts at $5.33. Also, one coat at $50.21; 
three hats at $4.21; four pairs of shoes at 
$5.37; and about 25 pairs of hosiery at 89 
cents a pair. Between ten and fourteen 
pieces of lingerie at $1.92 each were pur- 
chased annually. Of the more important 
accessories, the women averaged four pairs 
of gloves at $2.30, and three purses at $3.12. 


Fraternity women tended to buy a larger 
quantity of clothing and to pay a slightly 
higher price than did the non-fraternity 
women. For most individuals there were no 
significant differences in purchasing habits 
among academic classes or different places 
of residence. About 80 per cent of all pur- 
chases were made in Philadelphia. The 
women preferred to shop in department 
stores first, and specialty shops secondly. 
They placed little emphasis on price, but 
demanded style and quality merchandise. 

In the matter of cosmetics and _ toilet 
goods, a large number of brands used was 
found, ranging from 67 brands of lipstick 
to § brands of soap flakes. Nationally ad- 
vertised and medium priced brands were 
favored. It is interesting to note that the 
results of the brand study checked closely 
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with commercial surveys, such as the A. C. 
Neilsen Drug Service. 

Since the Bennett News now knows the 
extent of the potential market offered by the 
women students of the University, and 
learned from the survey that it effectively 


reaches this market, it is using the informa- 
tion obtained as the basis for an intensive 
advertising solicitation. It is approaching 
potential advertisers armed with facts, and 
presenting a logical and accurate sales story. 


DIMINISHING RETURNS IN MARKET RESEARCH 


ALEXANDER WARRINGTON 
Business Analyst, Dallas, Texas 


(CERTAIN basic factors and principles of 
economics are often ignored in market 
research work, particularly the elementary 
law of diminishing returns. Along with this, 
there is a tendency to conduct research work 
too much along the lines of traditional forms, 
using procedures that have, it is true, often 
been successful in the past. The researcher 
with his nose in his schedules and tables 
often fails to see the danger signals that are 
already there. Generally throughout the 
entire nation, in this field, the economic law 
of diminishing returns is in full operation as 
is evidenced by the increasing difficulties in 
securing complete information from sched- 
ules and questionnaires. Some years ago it 
was often possible to obtain a return of 
better than 90% on the average survey. To- 
day it typically requires almost  super- 
human effort to obtain a 50% return. If 
the present trend continues research meth- 
ods now in use will have to be discarded 
altogether because they are too unpro- 
ductive. 
- There has been a serious lack of planning 
in many research agencies, and the general 
attitude of the public has not been suf- 
ficiently considered. The paramount issue 
before us in market research today is how 
much cooperation we may expect from the 
public in answering a thousand or more 
questions—many of them foolish—and how 
we may expect to increase the sale of prod- 
ucts when the requesting of information 
about those products creates much ill will. 
It is not necessary to be a scientifically 


trained psychologist to understand human 
nature, but an understanding of human 
nature, no matter how derived, is essential 
to success in working out marketing and 
business analysis problems. It is well to 
remember that many, perhaps most people, 
resent being asked questions and become 
very cautious when their answers are being 
noted on schedules. A lead pencil has a 
powerful influence in discouraging impartial 
replies to questions asked. In spite of these 
psychological obstacles, market research 
continues merrily the use of the question- 
naire method. Why? Because the question- 
naire method is too well recalled as a good 
and willing horse, even though the animal 
was worked to death. 

Economic and business analysts of a high 
order of excellence will be found in most 
key cities. These individuals have worked 
out efficient ways and means for conducting 
market and economic research. But it is 
doubtful if the more successful will be found 
around street corners or on doorsteps hound- 
ing people with all sorts of miscellaneous 
questions! Business houses wishing to do 
market research would do well to seek out 
these individuals and request them to make 
the studies for them. In outlying cities even, 
it is no longer necessary for research men to 
be supplied with schedules and question- 
naires worked out in eastern cities as New 
York and Chicago. Instead it is possible to 
rely upon the procedues and results of local 
qualified research men. 














Marketing Research in Progress 


Committee on Research 
J. HAROLD STEHMAN, Editor 








A. RESEARCH IN UNIVERSITIES 
Colgate University 


Professor Charles F. Phillips is making a 
study of the pricing policies of chain stores 
in the grocery and meat field which will be 
released in article form this fall. 


Harvard University 


The following theses submitted by can- 
didates for the degree of Doctor of Com- 
mercial Science have been accepted: 

Chambers, Robert W.—Problems in Mo- 
tion Picture Theatre Management. 

Moore, Charles W.—History of the 
Waltham Watch Company: 1844-1938—A 
Study of Business Policy and Executive 
Action. 

Cies, Ralph D.—Control of Equipment 
Expenditures as Illustrated by Companies 
Manufacturing Containers. 

Stalson, J. Owen—Marketing Life In- 
surance: A History. 


University of Illinois 


The Status of White Collar Workmen in 
Retail Trade in Illinois is the title of a re- 


cent doctoral dissertation submitted by 
Frances M. Whitehead. 


B. RESEARCH IN GOVERNMENT 
BuREAUS 


Bureau of Home Economics 


Family Income and Expenditures—the 
third in the urban and village series of Con- 
sumer Purchases reports is now available. 
This report gives data on the incomes of 
small city and village families in the Middle 
Atlantic and North Central Region and in 
the New England Region. The first part of 
the bulletin covers 7 small cities and 46 vil- 
lages in Pennsylvania, Ohio, Illinois, Michi- 
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gan, Wisconsin, Iowa, and Missouri. The 
second part of the bulletin gives data for 2 
small cities and 14 villages in New England. 
Sources and size of income are analyzed in 
detail and data on home ownership, rentals, 
and mortgages are presented for each group. 

(Family Income and Expenditures: Middle 
Atlantic and North Central Region, New 
England Region, Part 1, Family Income. 
Urban and Village series. U. S. Department 
of Agriculture Miscellaneous Publication 
370. Price, 50 cents. On sale by the Super- 
intendent of Documents, Government Print- 
ing Office, Washington, D. C.) 

A revised handbook, Proximate Compost- 
tion of American Food Materials, gives up- 
to-date figures on food composition for use 
in planning and calculating diets. This 92- 
page publication is intended for the use of 
dietitians, nutritionists, physicians, stu- 
dents, and others making dietary calcula- 
tions. It gives, for more than 1,100 plant and 
animal foods found in American markets, 
new average values. These values are re- 
ported in terms of percentage for refuse, 
water, protein, fat, ash, total carbohydrates, 
and fiber. Sugars, starch, and acid are re- 
ported for some foods. Fuel value is given 
in terms of calories per 100 grams and per 
pound. No data on the mineral or vitamin 
content of foods are included. For the bene- 
fit of persons preparing diets for diabetic 
patients a classification of fruits and vege- 
tables according to their carbohydrate 
content is included. 

In recent years, there has been much 
demand for new food tables such as are 
included in this bulletin. For in the past 30 
years—during which time the old food tables 
have been revised but slightly—there have 
been new fruits and vegetables introduced 
that have found a place in our markets and 











THE JOURNAL OF MARKETING 





169 





gardens. Also commercial methods of proc- 
essing have undergone great changes and 
development. As a result there are many 
foods on the market now that were not 
known 30 years ago and did not appear in 
the standard reference tables on food 
composition. 

(Available from Government Printing 
Office, Washington, D. C.—15 cents.) 


Bureau of the Census 


The Sixteenth Decennial Census has 
passed the enumeration stage and is in the 
tabulating and reporting phase. Preliminary 
announcements of population in cities of 
25,000 or over, taken from the reports of 
field supervisors, were begun in June. Pre- 
liminary state releases, showing county 
totals and cities of 10,000 and larger were 
begun in July, and should be completed by 
the publication date of this JOURNAL. 

Final state releases, taken from the official 
hand count, are being issued as the state 
counts are completed. The final count for 
the United States will be announced by 
December 1. These releases show number 
of inhabitants in urban and rural areas, in 
all incorporated places, in wards of cities of 
100,000 or more, in tracts of tract cities, and 
in metropolitan districts. 

A significant advance in census reporting 
technique is initiated with the use of a tabu- 
lation of a five per cent sample of the 
population as a means of presenting pre- 
liminary reports of population characteristics 
prior to the time that any information could 
be published from complete tabulations. 
This sample will provide estimates of the 
age, sex, color, and farm or non-farm resi- 
dence of the total population, and of the 
labor force classified by these character- 
istics and by employment status during the 
week of March 24-30, 1940. These estimates 
for the United States and the more populous 
states will be sufficiently accurate for most 
purposes, and should be published by the 
end of the year. This procedure will make 
available some of the more important popu- 
lation information from six to fifteen months 
ahead of the complete tabulations from the 
same data. 


Preliminary announcements from the 
Census of Housing are also available, show- 
ing the field reports of occupied dwelling 
units and vacant dwelling units for cities 
of 25,000 population and larger. The next 
series of releases present the final hand 
count of occupied dwelling units, and of 
vacant dwelling units segregated by “for 
sale or rent” and “held for occupancy of 
absent households,” by states, for counties, 
cities of 2,500 population or over, and wards 
of large cities. 

The Census of Manufactures has been 
concentrating on industries closely related 
to national defense, preliminary releases on 
75 such industries taking precedence over 
all other manufactures data. Reports on 
these key industries are being released as 
rapidly as tabulations can be completed. 

The first reports of the Business Census, 
relating to retail trade, were scheduled for 
publication late in August. These reports 
are by kinds of business, and include num- 
ber of stores, volume of sales, stocks, and 
employment and pay rolls, by states, coun- 
ties and cities of 2,500 or more population. 
State reports on wholesale trade and service 
industries, and the complete report on sales 
finance were to be released shortly after the 
retail reports began. 

Preliminary findings of a study of trends 
in the location of industry, carried on co- 
operatively by the Bureau of the Census and 
the Bureau of Agricultural Economics, were 
recently issued. The first half of this study 
is devoted to a description of the distribu- 
tion of total amount of industrial activity 
by regions, states, types of counties, and 
sizes of cities, and to an analysis of shifts 
in the location of industry between 1889 and 
1937. Two measures, the average number of 
wage earners and the value added by manu- 
facture, are used in determining the extent 
of the industrial activity. In the second half 
of the study, a sample of fifteen industries 
was selected for detailed examination. The 
geographic distribution of each of these 
fifteen industries was determined for 1929 
and for 1937, and a study made of the shifts 
which had taken place in the location of 
these industries during the intervening 
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period. Finally, tabulations were made of 
all new, dead, idle and relocated manu- 
facturing plants in the sample industries 
between 1932 and 1937, and the direction 
of shifts in the location of industry resulting 
from these processes of industrial growth and 
decline was analyzed. The completed pre- 
liminary report includes, maps, graphs and 
tables and contains approximately 350 pages. 


Bureau of Foreign and Domestic Commerce 


Among the studies now in progress is one 
relating to foreign investments in the United 
States as of 1937, 1938, and 1939. This re- 
port will bring up to date and amplify the 
statistics on the foreign investments in this 
country which appeared in “Foreign In- 
vestments in the United States,” a pioneer 
study published in 1937. In connection with 
preparation of the annual reports on the 
balance of international payments of the 
United States, long-range studies of particu- 
lar types of international transactions have 
been undertaken, among which may be 
mentioned personal remittances and con- 
tributions made abroad, and international 
freight and shipping payments. 

In order to meet the need for prompt and 
detailed analysis of the current foreign trade 
movement under war conditions, a number 
of special statistical reports have been is- 
sued. These included an analysis of “Exports 
during the First Six Months of the War,” 
a supplemental report on “United States 
Trade with Twenty Latin American Re- 
publics during the First Six Months of the 
War,” and twenty-two analytical sum- 
maries of the trade data for individual for- 
eign countries or trading areas. An extensive 
report, based upon a field study, on com- 
parative price policy in the domestic and 
export market, was completed and sub- 
mitted to the Temporary National Eco- 
nomic Committee as one of the series 
prepared by the Bureau of Foreign and 
Domestic Commerce for that Committee. 

Studies of the volume of debt outstanding 
in the United States, carried on since the 
publication of the Bureau’s first report on 
this subject in 1937, have resulted in the 
development of altered concepts, and a 
new series of estimates. The preliminary 


summary of findings was published in the 
June 1940 “Survey of Current Business,” 
and a more detailed analysis is now in 
preparation. 

Two reports of the Bureau of timely 
interest are the 1940 Biennial Statistical 
Supplement to the Survey of Current Busi- 
ness, which presents an historical summary 
of more than 2,400 current time series 
brought up through 1939, and the comple- 
mentary volume on “Sources of Regional 
Current Trade Statistics,” which records 
the available current regional series and the 
sources from which they may be obtained. 

The monthly industry survey (to which 
reference was made in the July journat) 
included in preliminary form in the May 
issue a monthly index of new orders received 
by manufacturers. Indexes were presented 
separately for total manufacturing, for dur- 
able and nondurable goods, and for selected 
industry groups, including iron and steel and 
machinery. The index covers the period be- 
ginning January 1939. Similar indexes pro- 
viding data on manufacturers’ inventory 
holdings and shipments will be included in 
the monthly report. 

To facilitate the contact of business men 
with the agencies handling procurement 
under the National Defense Program, the 
Bureau, with the cooperation of the War and 
Navy Departments, issued a circular on 
National Defense Procurement. This _in- 
cluded a list of the field procurement and 
purchasing offices of the War and Navy De- 
partments, maps showing field areas of the 
various army services and 27 Navy purchas- 
ing offices, and a partial list of materials 
being purchased by these agencies. 


Interstate Commerce Commission 


Beginning in 1940 the Commission began 
the collection of its carload commodity 
statistics by states of origin and destination. 
Heretofore the only breakdowns of carload 
trafic by commodities were for the principal 
railway districts and regions. The first analy- 
sis showing the figures of state origins and 
destinations for the first quarter of 1940 
should be available shortly before publica- 
tion of this number of the JouRNAL. 

A study of “Fluctuations of Railway 
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Freight Traffic, 1939,” by E. S. Hobbs has 
been approved for publication by the Com- 
mission in August and will be available from 
the Commission. Previous studies have been 
made of this subject for each of the years 
1938 and 1937. 

The Bureau of Statistics recently pub- 
lished a 175-page analysis (mimeographed) 
of “Railroad Coordination and Consolida- 
tion, A Review of Estimated Economies,” 
which was prepared by B. N. Behling, a 
statistical analyst of the Bureau. This study 
is the first attempt to bring together in a 
comprehensive manner the available data as 
to the alleged monetary savings of railroad 
consolidation and coordination. A limited 
number of copies are available for distribu- 
tion. 


Bureau of Labor Statistics 


Under the direction of the Bureau, a New 
York State Works Project is carrying out a 
regrouping of the commodities included in 
the wholesale price index, using several dif- 
ferent criteria as a basis for the calculations. 
Technical assistance is being given by a com- 
mittee of the Price Conference of the Na- 
tional Bureau of Economic Research and a 
committee of the Central Statistical Board 
composed of representatives of interested 
Government agencies. The project was 
authorized for a period of a year beginning 
May 29, 1940. 

In the field of retail prices a number of 
studies are under way. A history of the rent 
index work from 1889 to date is being pre- 
pared, including the new detailed specifica- 
tions for rents and an analysis of the differ- 
ence in rentals accompanying differences in 
types of structure, number of rooms, age of 
building, principal exterior material, etc. A 
study is being made of the cost of health and 
accident insurance. Mimeographed reports 
have been issued showing the average retail 
prices of hosiery, by areas, from 1926 to 
1940; the entire list of items priced at retail; 
and a general description of the work of the 
retail price division Retail prices of coal, 
formerly secured quarterly, will be collected 
monthly for the period from September to 
March. 

Manchester, New Hampshire, has been 


added to the list of cities included in the 
quarterly cost of living survey. The Bureau is 
cooperating with the Puerto Rican Work 
Projects Administration and the Insular De- 
partment of Labor in making plans for a 
study of income and expenditures of families 
of wage earners in Puerto Rico. 

During the last week in June the Bureau 
conducted two conferences, one with labor 
statisticians from the states with which the 
Bureau has cooperative statistical arrange- 
ments, and the other with the research direc- 
tors of national and international unions 
that have set up research departments. The 
state representatives were concerned pri- 
marily with employment and pay-roll sta- 
tistics and the union research workers dealt 
with a wide range of statistics important in 
union work. Minutes of both conferences are 
available upon request to the Bureau. 

A revised series of estimates of total non- 
agricultural employment has been issued, 
presenting the figures for the first time by 
states. Work has been begun on four addi- 
tional studies of wages and hours, for rubber 
products manufacturing, lamps and lamp 
shades, embroidery, and enameled steel 
cooking utensils and hospital ware. 


Securities and Exchange Commission 


The Commission is currently making pub- 
lic a series of supplements to the industry 
reports of the Survey of American Listed Cor- 
porations, which is a Works Progress Ad- 
ministration study sponsored by the Securi- 
ties and Exchange Commission. These sup- 
plements cover financial operations for the 
1939 fiscal year. The Commission is also 
making public a study of financial data for 
188 operating electric and gas utilities which 
are subsidiaries of registered holding com- 
panies and subject to the provisions of the 
Public Utility Act of 1935. The data covers 
a ten-year period ending December 31, 1939. 
Only operating electric and gas utility com- 
panies with assets of more than $5,000,000 
each are included in the study. The total 
assets of 188 companies were more than 
$10,830,000,000 at December 31, 1939. 


Agricultural Marketing Service 


Grain and Seed. Standards for soybeans 
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have been promulgated under the U. S. 
Grain Standards Act to become effective 
November 20 of this year. The standards are 
basically the same—with no change in grade 
specifications—as those now in effect on a 
voluntary basis. Therefore the transition 
from the present voluntary system to the 
mandatory provisions of the Act, and the 
rules and regulations thereunder, is expected 
to be made with little or no confusion. Sug- 
gestions for changes in the soybean standards 
were made recently following a series of pub- 
lic meetings in the Middle West. Some of 
these suggested changes involved basic pro- 
visions; others call for adjustments in the 
grade factors. Available data will be studied 
carefully and further research made in order 
that full consideration can be given to the 
merits of these proposals. Soybeans are 
shipped in interstate or foreign commerce to 
or through 50 markets where federally 
licensed soybean inspectors are located. 

According to an order issued July 25 by 
the Secretary of Agriculture, it has been 
found that “the importation of mixtures of 
seed of suckling clover (Trifolium dubium) 
and white clover (Trifolium repens) for 
planting is not detrimental to the user of 
such seeds.” Mixtures of these seeds, there- 
fore, may be imported provided other provi- 
sions of the import section of the Act are 
complied with. 

Interstate shipments of vegetable seed are 
now subject to the Federal Seed Act (August 
9, 1940). No person may lawfully ship 
vegetable seed from one State to another for 
seeding purposes unless each package is 
labeled or tagged to show kind and variety 
and the name and address of the shipper. 
The name of the consignee may be shown 
in lieu of that of the shipper provided a code 
designation approved by the Chief of the 
Agricultural Marketing Service is used to 
indicate the full name and address of the 
shipper. When a code designation is used, it 
shall appear on the label or container in clear 
and legible form. If vegetable seed moving in 
interstate commerce is equal to or better 
than the germination standards established 
under the Act no germination need be shown 
on the package. If the seed in any package or 
lot is below the percentage indicated in the 


standards, the information on the package 
shall include the words “‘below standard.” 

Milling investigations conducted by the 
Agricultural Marketing Service indicate that 
there is a large variation in the amount of 
flour which can be extracted from various 
sized rye kernels. Small-sized rye kernels 
produce much less flour than do the medium- 
sized and large plump rye kernels. The flour 
produced from large kernels of rye is also 
much whiter in color. Tests made on compos- 
ite samples of the 1939 crop of rye received 
at important rye markets gave a white flour 
yield of 42 percent for the large-kerneled 
rye, 35 per cent for the medium-kerneled 
rye. The small-kerneled rye produced a much 
darker flour and only about 85 per cent as 
much total flour as the large-kerneled rye. 

Eggs and Poultry. The reporting of prices 
of eggs on the basis of U. S. Government 
grades, which represent the net prices paid 
f.o.b. market, is a new development in price 
reporting by the Agricultural Marketing 
Service. This new basis is considered more 
satisfactory than the old basis of attempting 
to report wholesale prices because the volume 
of wholesale sales is diminishing and, further- 
more, the net prices f.o.b. market are of more 
interest and value to shippers and producers 
because they represent the value of their 
product delivered.at the market. During the 
fiscal year ending June 30, this new basis of 
reporting egg prices was employed at Wash- 
ington, D. C., Los Angeles, California, De- 
troit, Michigan, and Baltimore, Maryland. 

Tobacco. The administration of an act to 
prohibit the exportation of tobacco seed and 
plants except for experimental purposes, 
which became a law without the President’s 
signature, has been delegated to the Agri- 
cultural Marketing Service. Rules and regu- 
lations are in course of preparation. Consid- 
erable difficulty is anticipated in the practical 
administration of the act by reason of the 
fact that tobacco seeds are so minute that 
the unauthorized inclusion of seeds in foreign 
mail would be exceedingly difficult to pre- 
vent. 

Cotton. Area studies of cotton marketing 
conducted during the 1939-40 season by the 
Agricultural Marketing Service in coopera- 
tion with Agricultural Experiment Stations 
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in some of the cotton-producing states have 
been designed to evaluate, in terms of their 
effect on the marketing of cotton, the mar- 
keting services provided under the Smith- 
Doxey Act to groups of cotton growers or- 
ganized for cotton quality improvement. The 
study of 11 markets in North Carolina has 
been completed. The results show that 
growers participating in the cotton improve- 
ment program are, for the most part, favor- 
ably inclined toward that program and wish 
to continue to avail themselves of the cotton 
classification and market news services for 
which they are eligible. This study of the 
operation of the program in its initial stage 
disclosed many opportunities for i improving 
and strengthening the marketing services 
performed by cooperating public agencies by 
making adjustments in methods and proced- 
ures used in providing these services. 

A special study recently completed on the 
weight basis of export transactions in cotton 
shows that there has been a trend, in recent 
years, toward the exportation of American 
cotton under special sales contracts, provid- 
ing for settlement on the actual net weight 
of the cotton. During the 1937-38 season, 
more than 30 per cent of all American cotton 
exported was sold on actual net weight. For 
the 1938-39 season, 41 per cent of all Ameri- 
can cotton exported was sold on this basis. 
Some cotton was exported on net weight to 
practically all countries using American 
cotton. Most of the exports to Italy, Japan, 
China and British India were sold on this 
basis. This upward trend is explained, very 
largely, by the competitive situation that 
has developed in world cotton markets dur- 
ing the past decade, particularly as effected 
by import regulations of some of the leading 
cotton importing countries. 

Fruits and Vegetables. Growers, shippers, 
and dealers are greatly interested in the pos- 
sibility of obtaining more information on 
daily fruit and vegetable movement by truck 
from producing districts, according to a sur- 
vey just completed in the Southern States. 
The survey was made to ascertain the most 
practical method of obtaining adequate 
truck shipment information from all impor- 
tant producing areas should funds become 
available for this purpose. Probably more 


than half of the fruit and vegetable move- 
ment to consuming markets is by truck. The 
proportion varies widely with commodities 
and districts of origin. Daily market news 
reports on truck receipts are now available 
in leading markets and in a few instances in- 
formation is available on shipments from 
producing states. Several possible methods 
of obtaining more information on current 
truck movement are under consideration. In 
states which have compulsory inspection it 
might be possible to compile fairly complete 
information daily on truck shipments if funds 
for necessary communication and clerical 
expenses were available. In some instances, 
where only part of the truck shipments from 
a district or state are inspected and where 
most of the shipments go through packing 
sheds, it might be possible through the co- 
operation of shippers to obtain daily infor- 
mation on truck movement. Various alterna- 
tives are being studied. 

Most of the large fruit and vegetable 
grower-shipper organizations, food chains 
and some jobbers and handlers in city mar- 
kets are going to considerable expense in an 
effort to stimulate sales through retail out- 
lets. This merchandizing assistance at point 
of retail sale is known as “dealer service.” 
Advertising, except at point of retail sale, 
is not considered as dealer service. The pur- 
pose of a survey by the Agricultural Market- 
ing Service and recently issued in mimeo- 
graph form, “Dealer Service in the Fresh 
Fruit and Vegetable Industry” was to ascer- 
tain the present status of dealer service in 
the fresh fruit and vegetable industry. It is 
dificult to measure the effectiveness of 
dealer service in increasing sales in a com- 
munity or city. It has been clearly shown 
that in specific stores sales have been in- 
creased through dealer service efforts. Opin- 
ions of dealer service sponsors are generally 
that it is accomplishing worth while results. 


Farm Credit Administration 


Milk Distribution by Farmers’ Coopera- 


tives. Making its first direct research study 
in one of the fastest growing fields of co- 
operative marketing by farmers, the Coop- 
erative Research and Service Division now 
has under way a project dealing with farm- 
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ers’ cooperatives engaged in the business of 
milk distribution. More than 200 associations 
are now active in this field. This number is 
more than four times larger than it was Io 
years ago. Some of these merely distribute 
milk as a side-line activity, but a great many 
should be classed as outstanding milk dis- 
tributors. Sales methods, operating effi- 
ciency, and financing are among the particu- 
lar problems of these organizations. They 
are operating in a field in which competition 
is extremely keen, the capital requirements 
are high, and the marketing methods are 
undergoing constant change. This study, as 
a first approach to the subject, will describe 
recent progress in this field by cooperatives, 
outline many of the problems they encounter, 
and attempt to point the way to further 
studies of a more detailed and analytical 
type. A large part of the necessary field work 
has been completed. The study is being con- 
ducted by Wm. C. Welden, Agricultural 
Economist, and Louis F. Herrmann, Associ- 
ate Agricultural Economist. 

The Market for Ozark Canned Tomatoes. 
This study, by Harry C. Hensley of the Farm 
Credit Administration, summarizes the re- 
ports of 485 wholesale-grocer and chain- 
store buyers of canned tomatoes, located in 
302 counties of 16 central states. The study 
delineates the market for 165 tomato can- 
neries located in the Ozark region, producing 
about 6 per cent of the United States produc- 
tion of canned tomatoes, and defines the 
area in which go per cent or more of the 
products of these factories are distributed. 
The discussion covers the channels of distri- 
bution, factors of quality which buyers recog- 
nize in the purchase of canned tomatoes, 
usual differentials for grades, grade prefer- 
ences, label preferences, buyers’ attitudes 
toward Ozark canned tomatoes, and their 
experiences with farmers’ cooperative can- 
neries. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Ayer Foundation for Consumer Analysis 


Dr. Donald A. Laird has resigned as direc- 
tor of the Foundation, effective in the middle 
of September. At this time details are not 
available regarding his successor. Dr. Laird 


will devote his time to writing, lecturing, and 
some restricted consulting work. 


Curtis Publishing Company 


The Division of Commercial Research is 
conducting some studies on the broad subject 
of consumer demand for meat and meat 
products. In addition to the Division’s own 
field investigators, the information obtained 
through the food check list of the Consumer 
Purchase Survey is being used. Some sum- 
mary reports are being prepared and it is 
hoped that a comprehensive study of the 
whole body of material can eventually be 
issued. 

Another subject occupying the attention 
of several members of the Division is the 
difficult one of classifying families by income 
level and purchasing power. This work has 
been undertaken partly as the result of inter- 
est in the Committee on Income Classifica- 
tion set up by the American Marketing Asso- 
ciation under the chairmanship of Dr. Weld. 
Wroe Alderson of the Division is a member 
of this Committee and hopes to develop 
certain aspects of the question in a more de- 
tailed way than can be done by the Commit- 
tee. 

The recent bulletins on the study of the 
effect of the war on business and advertising 
will be followed by others since developments 
are being followed continuously. 


Institute of Distribution 


In order that the highlights of the hearings 
on H. R. 1, the so-called Patman Chain 
Store Tax Bill, might promptly be brought 
to the attention of Institute member com- 
pany executives and so that these busy men 
might be furnished with a boiled-down sum- 
mary of what occurred at that hearing, the 
Institute prepared a document entitled 
“H. R. 1 Before the House Ways and Means 
Subcommittee.”” (Hearings on H. R. 1 were 
continuously conducted from March 27 
through May 16, 1940 by a House Ways and 
Means Subcommittee. For 38 days, the Sub- 
committee heard evidence from 26 witnesses 
favoring H. R. 1 and 162 witnesses opposing 
the proposal. The printed record of the pro- 
ceedings total 2,257 pages.) 
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The document is not intended as a substi- 
tute for the printed record. It is supplemen- 
tary to that record. This 180 page mimeo- 
graphed reference book is subdivided into 14 
parts and contains not only a log of the 
hearing but also charts classifying both pro- 
ponents and opponent witnesses, geographi- 
cally. It contains brief, punchy summaries 
of the testimony of each witness, whether 
proponent or opponent. It highlights the 
rebuttal statements of H. R. 1 proponents; 
it summarizes the surrebuttal statements of 
H. R. 1 opponents. It geographically lists 
the 478 representative organizations includ- 
ing the National Grange, American Farm 
Bureau Federation, National Association of 
Real Estate Boards and other groups of 
similar importance that have opposed anti- 
chain store legislation. 

So long as its supply holds out, the Insti- 
tute will be happy to send, with its compli- 
ments, copies of the industry brief titled 
“Keep Market Street Open” to any AMA 
member requesting it. The brief was filed 
on April 10 by Mr. E. C. Sams, President of 
the J. C. Penny Company, with the House 
Ways and Means Subcommittee that con- 
sidered the Patman Chain Store Tax Bill 
(H. R. 1). 

The non-grocery chain store companies 
that are nationally served by the Institute 
of Distribution, Inc. were requested by dairy 
leaders and by cotton leaders in 1940 to 
extend much-needed promotional assistance 
in order to help them profitably to market 
surpluses. As a result, 134 non-grocery chain 
store companies extended unstinted coopera- 
tion to King Cotton during National Cotton 
Week held from May 17 through May 25. One 
hundred fourteen companies participated ac- 
tively in National Dairy Month during June 
1940. The cotton promotion campaign that 
was conducted by members of the Institute 
group is pictorially presented in the recentjIn- 
stitute illustrated publication entitled “King 
Cotton Takes Command.” The milk promo- 
tion campaign conducted by the Institute of 
Distribution group is pictorially presented in 
the recent Institute document titled “The 
Dairy Farmer Gets A Hand.” Complimen- 
tary copies of either or both of these items 


are available to AMA members on request. 

An intensive survey is nearing completion 
in the Research Department of the Institute 
on the mortality of individual food retailers 
in Sioux Falls, South Dakota. The rate at 
which individually-owned food stores have 
been entering business and the length of 
time that they have been staying in business 
from 1929 to 1940 is being compared with 
the conditions in this connection, that existed 
during the period from 1901 to 1912. In 
many respects, this latest survey is being 
conducted along the lines of other surveys 
on the same subject that have been made in 
the past by the Institute’s Research Depart- 
ment in Texarkana, Texas; Fresno, Califor- 
nia; Grand Rapids, Michigan; Louisville, 
Kentucky; Mobile, Alabama; Sacramento, 
California; Schenectady, New York and 
Wichita, Kansas. 

The 1940 edition of “Retailers Manual of 
Taxes and Regulations” is expected to be 
published and disseminated among Institute 
members late this Autumn. In order to make 
the document as complete and as all-covering 
as possible, numerous intensive surveys have 
been conducted by the Institute’s Legal De- 
partment during the summer months. One 
of these surveys, for example, reached the 
city clerks of 3,600 municipalities in the 
United States seeking information concern- 
ing prevalent taxes and regulatory ordi- 
nances affecting general merchants. Of 3,60- 
requests, the Institute, to date, has received 
and harnessed nearly 1,200 replies. The data 
will be included in the municipal section of 
the 1940 Manual. 

Other new features likely to be included in 
the 1940 Manual will be “Dismissal Wage 
Payments Under the Social Security Act’’; 
“Federal Trade Commission Rulings on 
False and Misleading Advertising”; “Sum- 
mary of Principal Provisions of State Prop- 
erty Tax Laws” and “State Laws Regulat- 
ing the Sale of Toy Fireworks and Firearms,” 
etc. 

The Institute’s comprehensive Chain Store 
Bibliography of January 2, 1940, has been 
brought up to date through a Supplement. 
This new piece contains listings of books, 
booklets, pamphlets and other important 
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items on chain stores that have appeared 
from January 2 to August I, 1940. Free 
copies of this Chain Store Bibliography Sup- 
plement (as of August 1, 1940) are available 
to American Marketing Association members 
on request. 


McFadden Publications, Incorporated 
“Consumer’s Choice” is the title of a re- 


cent volume analyzing in detail the pur- 
chases of 2,000 customers in II supermar- 
kets. Every item in each purchase was 
checked and catalogued at the cashier’s 
desk as to product, brand, quantity, etc., 
and at the same time an interviewer obtained 
data as to size of family, income, and reading 


habits. 
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SociaL Controt or Business, by J. M. 
Clark. New York: McGraw-Hill Book 
Company, 1939. Pp. xvi, $37, $4.00. 


This will probably be generally regarded 
as a revision of the author’s earlier volume 
of the same title published in 1925. It is 
true that much of the basic material pre- 
sented was included in the first edition. But 
this material and its analysis have been con- 
siderably modified in the light of the devel- 
opments that have occurred during the 
1930’s. A large body of new data has been 
added. 

To his revision and re-analysis of the basic 
material which is embraced in Parts I, 
“Underlying Conceptions and Conditions,” 
II, “General Instruments of Control,” and 
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III, “One Major Field: Public Utilities and 
‘Trusts,’ ”’ Professor Clark has added an 
entirely new section, Part IV, “The New 
Era: Depression and Comprehensive Con- 
trol.” This added section, comprising slightly 
less than one-fourth of the book, includes 
seven chapters. Two of these deal with the 
impact of the depression upon problems of 
social control and with the specific experi- 
ments in governmental regulation of eco- 
nomic affairs which were embraced in the 
New Deal; two treat of methods of economic 
planning and the relation of economic plan- 
ning to traditional economic law; two seek 
to answer the question, “Can a democratic 
government successfully exercise control of 
business?”; a final chapter presents the 
author’s conception of the techniques and 
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methods of social planning and control of 
business activities which might be exercised 
by a dictator of economically sound mind 
and benevolent intent. 

In this book marketing men will find but 
little material of aid to them in their at- 
tempts to operate under the governmental 
controls which have recently been estab- 
lished over distribution. Professor Clark 
confines his discussion almost entirely to the 
long-continued attempts of the state to con- 
trol rates and prices (mainly those of rail- 
roads and public utilities), to control serv- 
ices (also mainly those of railroads and public 
utilities), to prevent monopoly, to eliminate 
restraints of trade, and to prevent unfair 
trading in the traditional legal form of 
activities that injure competition. 

The book contains no treatment of the re- 
cent attempts to regulate the detailed ac- 
tivities of those engaged in marketing. Stu- 
dents of distribution will look in vain for 
references to the Robinson-Patman Law, the 
Wheeler-Lea Act, the Food and Drugs Act, 
the various anti-chain store statutes, the so- 
called fair trade legislation, or the several 
types of enactments by which the states have 
placed restrictions upon interstate com- 
merce. It is unfortunate that Professor Clark 
did not discuss these new and, in some 
cases, sinister phases of social control. 

The book is very well outlined and closely 
articulated. Professor Clark’s style is simple, 
direct, and convincing. He possesses to a 
high degree the ability to write about eco- 
nomic subjects in language which the layman 
can understand. Perhaps this is due to the 
fact that he makes practically no use of the 
highly technical and artificial jargon with 
which the professional economist all too fre- 
quently and all too successfully disguises 
relatively simple ideas. Professor Clark can- 
not be too highly complimented upon the 
simplicity and clarity with which he has 
presented material which is highly complex 
and difficult. 


R. S. ALEXANDER 
Columbia University 


On AGricuLTURAL Po.icy 1926-1938, by 
Joseph S. Davis. Stanford University: 


Food Research Institute, 1939. Pp. viii, 
494. $3.00. 


“,..+Wwhen blundering policy-building is 
going ‘on, destructive criticism is the most 
constructive act, even though it be ignored.” 
Liberal portions of such criticism, as well as 
the constructive type, are contained in this 
book, which the publisher describes as “An 
organized selection of the author’s addresses 
and other contributions, representing con- 
temporary critical analyses over twelve 
years of evolving American policy—a timely, 
vigorous, informative, stimulating book to 
own, read and lend.” 

Dr. Davis is admirably equipped to write 
on agricultural policy. His background, for- 
mal training, long experience in research, 
active participation in agricultural programs, 
and critical observations and analysis of 
agricultural programs and policies enable 
him to speak with clarity and considerable 
confidence. While most economists are well 
cognizant of Dr. Davis’ philosophy on agri- 
cultural programs and policies in the United 
States, from personal acquaintance or from 
his writings, not so many of them may have 
had occasion to read all of the materials pre- 
sented which include several unpublished 
addresses and some articles which had not 
been circulated widely before the release of 
this publication. 

The work is organized into seven major 
divisions. The perspectives of the whole sub- 
ject are indicated in the first four chapters, 
and the remaining divisions contain a chron- 
ological series of addresses and other ma- 
terials which effectively present the author’s 
philosophy and his reactions to and, signifi- 
cantly perhaps, some of his contributions to 
agricultural policy in the United States. 
These divisions are: Problems and Proposals, 
1926-1929; Under the Farm Board, 1929- 
1930; In Extreme Depression, 1931-1933; 
Official Agricultural Adjustment, 1933-1935; 
Appraisal of American Programs, 1934-1936; 
and Broad Drift in Agricultural Policy, 
1937-1938. . 

From the first chapter on The Specter of 
Dearth of Food: History’s Answer to Sir 
William Crookes, in which a rather convinc- 
ing effort is made to lay the ghost of the 














THE FOURNAL OF MARKETING 


179 





coming dearth of food, to the final chapter on 
The Drift of Agricultural Policy, Dr. Davis 
presents considerable evidence and a clear- 
cut and relatively effective job of evaluating, 
interpreting, and analyzing our agricultural 
programs and policies since 1926. A persist- 
ent effort at “debunking” is aimed at “agri- 
cultural fundamentalism’’—the doctrine that 
agriculture is peculiarly basic to our econom- 
ic and business structure and that recovery 
from depression must start with agriculture. 
The inscription of the great seal of the United 
States Department of Agriculture and nu- 
merous quotations are cited as evidence that 
“agricultural fundamentalism” has a wide 
and powerful following. 

The author presents a well-balanced eco- 
nomic analysis of “agricultural fundamental- 
ism,” pointing out the elements of truth in, 
as well as the limitations of, the doctrine. 
The analysis is probably shocking to many 
of its disciples. Some may be disillusioned. 
Any remaining alarmists may be further 
disturbed by: “One may even venture to 
state as a law of economic history that eco- 
nomic progress broadly viewed tends to be 
accompanied by a decline in the relative im- 
portance of agriculture,” and “In the longer 
run, powerful forces that make for progress 
are irresistibly diminishing the relative im- 
portance of agriculture. In this field, as in 
many others, we may wisely seek to temper 
the cruelty of these forces; but far-sighted 
statesmanship will undertake not the Canu- 
tian task of sweeping back the tides, but 
appropriate methods of making adaptations 
to them.” The author further states: “I 
challenge the soundness of agricultural fun- 
damentalism, not because there is no truth 
in it, but because it contains so much of 
error as to lead the world astray. It stands 
in the way of progress and its common ac- 
ceptance often operates contrary to the in- 
terests of farmers themselves.” 

In his discussion of the Agricultural Ad- 
justment Act, Davis says “Proposed experi- 
ments require scrutiny, but it is seldom a 
question of heaven or hell, or always one of 
right or wrong; often it is a question of better 
or worse. So, I think, it is here.’”” He main- 
tains the A.A.A. wheat program has a tend- 
ency to freeze undesirable patterns of pro- 


duction which existed during the historical 
base period; and to retard or prevent normal 
and desirable readjustments such as would 
occur under the influence of economic forces. 
Somewhat related to the problem of read- 
justments are his statements that, “there is 
no shadow of a doubt that both ‘parity 
prices’ and ‘parity income,’ as defined by 
present legislation (November, 1938) are on 
the whole substantially above what may be 
called economic levels’’; and “‘even the efforts 
to attain them tend to create disequilibrium, 
as well as to impose wholly unjustifiable 
burdens on the federal Treasury.” 

While criticising many of the devices of 
the A.A.A. as broadly incapable of attaining 
the objectives sought, the author concludes 
that ‘““The experiment was worth while, and 
the experience has valuable lessons.” He 
also states, “There is permanent scope for 
an A.A.A. as a ‘social engineering’ agency to 
supplement the research, informational, edu- 
cational, and regulatory work of the De- 
partment.” 

Some of the criticisms in the book tend to 
be somewhat harsh, but there is good reason 
to test our thinking with most of them. The 
book is a welcome contribution, in spite of 
a few somewhat academic statements and a 
certain amount of repetition. 

O. L. Mims 
Washington, D.C. 


SELF-SERVICE AND SEMI-SELF-SERVICE Foop 
Stores, by Carl W. Dipman and John E. 
O’Brien. New York: The Progressive Gro- 
cer. 1940. Pp. iv, 312. $3.00. 


The authors state that this book was 
written to meet “a persistent demand from 
food merchants who desire information on 
the application of self-service to food retail- 
ing.” A better title might have been “A 
Handbook on the Layout of Self-Service 
Food Stores.’”’ The writers deal entirely with 
the ways in which institutions in various 
sections of the country have met their food 
store layout problems for self-service and 
semi-self-service operation. No treatment is 
made of management problems such as pric- 
ing, buying, or policy. 

The field of store arrangement and layout 
is covered in a very thorough manner, and 
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there is a profusion of excellent photographs 
and diagrams. There should be no question 
in any reader’s mind that the adoption of 
many of the methods suggested would bene- 
fit the independent food retailers who are 
trying to compete effectively with chains. 
Self-service stores offer a low cost method of 
meeting chain competition. 

As reference material and for food store 
operators, this book is a significant contribu- 
tion. It represents a wealth of variety in the 
number of situations presented, and should 
be of interest to teachers of marketing who 
have wanted an up-to-date book on food 
store layout. However, this effort suggests 
that serious thought should be given to a 
treatment of management problems and 
policies of self-service stores as a future work 
in this field. 

Hucu G. WALEs 
Washburn College 


Tue Do.iar, by John Donaldson. New 
York: Oxford University Press, 1937. Pp. 
Xix, 271. $3.75. 


This examination of American monetary 
experience begins with the partial suspension 
of the gold standard in early 1933 and runs 
through devaluation to the international 
monetary understanding of late 1936. Fol- 
lowing an introductory chapter on monetary 
terms, the study is handled in six additional 
and detailed chapters through a national 
approach to the problem in Part I and an 
international approach in Part II. 

Chapter II on Monetary Policies, deals 
with gold, silver, currency, credit, foreign 
exchange, the Federal Reserve policy under 
the new bank act, the international arrange- 
ment, and the Gold Sterilization Plan. Chap- 
ter III on Monetary Theories, describes the 
functions and value of money, purchasing 
power of money, the various theories and 
control of money, the quantity theory of 
money and the cycle theory. Chapter IV on 
Effects on the Internal Economy, in part, 
deals with bank credit, prices and other 
indices, and the problem of credit and capi- 
tal. 

Chapter V, International Background and 
Theories, discusses the “‘new’”’ dollar policy, 


Brussels and Genoa and the breakdown of 
the gold standard, the gold delegation, the 
Lausanne Conference, the commission of 
experts, the London Conference, currency 
blocs and the American position, and theories 
on money and international processes. Chap- 
ter VI on External and International Eco- 
nomic Effects, deals with dollar exchange 
rates, prices, comparative national price and 
cost structures and exchange, foreign trade 
by countries, and the balance of international 
payments. Chapter VII on International 
Stabilization, explains the international en- 
tente, the readjustment of other national 
monetary systems, and the “new” world 
monetary system. 

Professor Donaldson suggests that the 
several nations through management might 
work toward a common goal and keep their 
respective monetary purchasing powers “‘in 
line” working not “toward the free gold 
standard of the pre-war (World War I) type, 
but toward one modified to correct its weak- 
nesses and to retain the benefits of latter 
monetary experience.” 

Noe P. Lairp 
Franklin and Marshall College 


Pus.ic Pouicy, edited by C. J. Friedrich 
and Edward S. Mason. Cambridge: Har- 
vard University Press, 1940. Pp. xiii, 391. 
$3.50. 

Eleven men who are or have been associ- 
ated with Harvard University’s Graduate 
School of Public Administration offer in this 
volume essays dealing with a number of 
important issues in the broad field of govern- 
mental activity. Since the editors made no 
attempt to concentrate the discussion upon 
a narrow range of problems, the subjects 
treated extend over a rather wide area. 

The volume discusses problems of great 
importance, has a good deal of substance in 
it, and is well done as a whole; but what it 
offers will have only a limited usefulness to 
marketing men as such. Specialists in mar- 
keting will be interested most directly in four 
essays which discuss problems of public 
policy arising in the control of industrial 
markets and business practices. Four other 
essays, which will be of some indirect or 
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non-professional interest to marketing men, 
discuss the nature of administrative respon- 
sibility, social scientists in the Federal serv- 
ice, the nature of the regulatory process, 
and the problem of constitutional dictator- 
ship. The remaining three articles consider 
budgetary and monetary problems and con- 
trol of the labor market. 

Reavis Cox 

University of Pennsylvania 


SHOWMANSHIP IN Business, by Kenneth M. 
Goode and M. Zenn Kaufman. New York: 
Harper & Brothers, 1939. Rev. ed. Pp. xi, 
226. $2.75. 


It is regretted that this book does not 
possess the quality of some of the previous 
writings of the authors. It is doubtful that 
either the student of business or the prac- 
titioner in advertising and sales promotion 
can obtain much of substantial benefit from 
a careful or intensive study of Showmanship 
in Business. It appears that the content, 
written in lively, “breezy” fashion, is super- 
ficial and overstated in many instances. 
Readers of more scholarly treatises will 
probably feel a certain impatience with the 
lack of organization in many chapters. The 
failure of the writers to develop their case 
more clearly and definitely will undoubtedly 
discourage the reader who expects a hand- 
book in applied procedures. 

Although the book will not adequately 
reward an intensive study it deserves a light 
reading by those primarily interested in 
sales promotion, because of the inspiration 
provided in the dozens of illustrations, inci- 
dents, and episodes described by the authors 
as displaying greater showmanship than 
ordinary practice in many fields of business 
effort. Indeed the illustrations may provide 
helpful ideas for working materials for some 
of the readers engaged in activities similar 
to those reviewed in the book. 

The reader is told on page 5 that showman- 
ship “‘is the art of starting right with the rest 
of the world. And keeping right. Profitably 
right. Spectacularly right, if you will.... 
Showmanship in short, is another name for 
‘tact.’ Active, aggressive tact. Tact on a 
gorgeous scale. Tact blown up into a balloon. 
Painted like a barber pole!” 


The creation of action is, of course, the 
most decisive element in motivating people 
and so becomes the all-important achieve- 
ment to the seller of merchandise or ideas. 
The reason for showmanship’s power in this 
connection is developed on page 24 as fol- 
lows: “Showmanship gets action, then, be- 
cause it is a sharpening of the power of sug- 
gestion. It’s suggestion with spikes on it. 
It’s suggestion with a slug i in its glove. Much 
of its success lies in its interesting presenta- 
tion—which pierces inertia while less inter- 
esting presentations of the same ideas don’t 
even get to first base.” 

With “no pretense either of completeness 
or of scientific definition,” showmanship’s 
twenty-two psychological and fundamental 
elements are described in Chapter 3. In 
Chapter 4 twenty-four “basic physical foun- 
dations” or elements are presented. The last 
eleven chapters are devoted to a description 
of showmanship in such areas of business 
effort as advertising, show windows, films, 
sales contests, salesman training, and pub- 
licity. It is in these chapters particularly 
that the value of the book might have been 
increased immeasurably if the authors had 
seriously undertaken to make (1) more 
pointed references to exact procedure to be 
followed in applying showmanship, and (2) a 
more careful statement of the exact relation 
between the illustrations in the book and the 
general theme of showmanship and its many 
elements. 

However, the illustrations are sprightly 
and here and there throughout these chap- 
ters appear statements containing worthy 
reminders and sound bits of advice. Some 
examples of these follow: page 201, “Your 
mind, when you write copy, is two jumps 
ahead of each word. A reader is two jumps 
behind it’; page 199, “selling consists of 
properly submitting yourself to the laws of 
buying.” The authors’ primary thesis is indi- 
cated in the statement that “‘anything that 
affects people needs the showman’s point of 
view” (page 214) which is essentially that of 
exercising a lively imagination to rediscover 
“what people like,” and “doing more of it,” 
or presenting the sales proposition in terms 
of what interests people. In that basic thesis, 
and the many interesting lively illustrations 
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of applied showmanship related to it, lie the 

compensations for a reading of this book. 
Leon A. Boscu 
Northwestern University 


It’s A Woman’s Business, by Estelle Ham- 
burger. New York: The Vanguard Press, 


1939. Pp. 300. $2.50. 


In tracing the steps of her own career, the 
author, now executive vice-president of Jay 
Thorpe, reveals to the reader a panoramic 
picture of the rise of fashion advertising in 
the New York of the twenties and thirties. 
She shows the growing authority of Fifth 
Avenue as an originating source of fashion, 
less and less dominated by the influence of 
Paris and with illustrations from her own 
experience, sketches three stages in the de- 
velopment of American fashion promotion. 
In the first stage, prior to the World War, 
we find “historical themes” dominating the 
fashion advertising of the day. This is fol- 
lowed by the “fashion origination” era of the 
twenties, and in the thirties, comes the tre- 
mendous swing to fashion promotions built 
around “going places and doing things,” 
offering the right apparel for the occasion. 
Conspicuous as an example of the third stage 
was the author’s own origination of the “‘col- 
lege shop” idea featuring an advisory service 
on the eccentricities of fashion at the various 
women’s colleges. 

The book leaves the vivid impressions that 
good fashion advertising is indeed fashion 
news, that there must be something vital to 
tell before one can write with real enthusi- 
asm, and that if the copy writer also plays 
a part in fashion creation and promotional 
planning, then the advertising will truly 
radiate a persuasive influence born of the 
writer’s own enthusiasm. 

As the author unfolds her story she reveals 
interesting glimpses of the business lives of 
many prominent retail executives of the past 
two decades. Her character portrayals are 
subtly handled and a lively sense of humor 
adds much to the reader’s entertainment. 
Both as a story of the growth of fashion pro- 
motion in American retailing and as the 
biography of a career woman who, inciden- 
tally, finds time to marry and raise twin chil- 


dren, this book is interesting and instructive 
reading. It should provide inspiration for 
any young woman seeking or starting a 
career in fashion advertising. 

Dona.p W. Davis 

The Pennsylvania State College 


An OUTLINE OF ADVERTISING, by George 
Burton Hotchkiss. New York: Macmillan 
Company, 1940, rev. ed. Pp. xxvii, 631. 
$4.00. 


To those already familiar with the 1933 
Outline of Advertising it will suffice to say 
that the 1940 revision is essentially the same 
book, following the same plan of organization 
and retaining the same chapter headings. 
But the new book is really a revision, with 
some chapters thoroughly rewritten and 
three new chapters on Names, Trade-marks 
and Packages; Advertising Production; Test- 
ing and Checking Results. The reference 
table of testing methods, a feature of the 
last-named chapter, is alone worth the price 
of the book. 

To those not familiar with Professor 
Hotchkiss’ previous Outline, we do not hesi- 
tate to state that it was as readable and as 
teachable as any book in its field. The new 
book will be even more teachable, for some 
excellent questions and problems at the end 
of each chapter have been added. 

The author has succeeded admirably in 
presenting “‘a comprehensive survey of the 
facts and principles that seem fundamental 
and permanent.” And he should know about 
these, for is he not the Nestor of the adver- 
tising teachers? He voices his concern, in the 
preface, lest he may have devoted too much 
space to the historical and economic aspects 
of advertising. Not for this reviewer! No 
aspect of advertising is today more impor- 
tant, in the light of the attacks on the com- 
petitive system, many of which seem to make 
advertising their favorite target. 

No essential phase of advertising is over- 
looked in this book and the balance has been 
beautifully maintained. The social, the entre- 
preneurial and the creative viewpoints have 
been accorded their due recognition. The 


first edition was a trifle weak on the how, but 
this lack has been remedied. 
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The clear, logical organization makes the 
book easy to outline, a feature which will 
appeal to students. Mechanically the book 
is beautiful—set in 11-point Kennerley with 
2-point leading and printed on a dull finished 
stock which does not glare. Unusually wide 
margins invite the scribbling of marginal 
notes. The index is detailed. The lists of 
reading references at the end of each chapter 
are chosen with discretion and are down-to- 
the-minute. The illustrations—all 125 of 
them—are apt, and many are new. 

As is everything George Hotchkiss ever 
wrote, this book is a model of literary style. 
He entered advertising as a teacher of Eng- 
lish and still holds in high regard the precepts 
of his early training. He says much in few 
words, but without breaking the smooth 
stride of his style—a genuine test of writing 
skill. 

Every book reviewer, to exhibit his criti- 
cal acumen, is expected to offer some unfav- 
orable comments. Sorry! 

Freperic A. RusseE.i 
University of Illinois 


TrapeE AGREEMENTS, by John Day Larkin. 
New York: Columbia University Press, 
1940. Pp. xii, 135. $1.00. 

This exposition of the reciprocal trade 
agreements program inaugurated by the 
United States in 1934 is brief but for the 
most part thorough. For contrast purposes 
(though, in this reviewer’s opinion, out of 
its logical order) the author examines the 
congressional method of setting tariff rates 
and finds it wanting in a number of impor- 
tant particulars. Congressmen, he argues, 
are not well informed on tariff matters and 
cannot do this work intelligently. Moreover, 
too much of the material upon which their 
conclusions are based is from interested 
parties and too little is of the objective type. 
Finally, the hearings, where only a few ac- 
tually are heard, are undemocratic. Conse- 
quently as “any conscientious legislator will 
admit ... tariff legislation has become too 
complex for Congress to handle except in 
terms of broad general principles” (p. 103). 
The author then lays low cost-equalization, 
not only on the grounds that cost differ- 


ences cannot be ascertained, but that since 
“foreign trade flourishes primarily as a result 
of cost differences ... the logical end of a 
program of equalizing cost ... would be an 
embargo on imports (hence, on exports also)” 
(pp. 111-113). The result is that “‘cost- 
equalization resolves itself into a scheme for 
allowing those in charge of the administra- 
tion of the plan to prescribe almost anything 
they wish” (p. 118). This is obviously un- 
satisfactory, and leads to a consideration of 
some scheme based on an entirely different 
principle. 

In his presentation of the trade agreements 
program as such, the author poses two ques- 
tions for discussion purposes: (1) Are the 
trade agreements constitutional? and (2) Is 
the trade agreements organization and pro- 
cedure democratic? As to the first, while 
there is little evidence specifically on the 
point, there is much which indicates that 
since the late eighteenth century the Presi- 
dent, from time to time, has been granted 
similar powers by Congress. Indeed, the 
author cites many court decisions on this 
point. But all that he is able to prove, in 
this reviewer’s opinion, is that according to 
the courts certain agreements are of the non- 
treaty type and that such agreements require 
no Senate ratification. This leaves the ques- 
tion as to whether the present agreements 
are of the treaty or nontreaty type still open. 
After sifting all the evidence, however, the 
author concludes that “the only ‘opinions’ 
which have held the present Trade Agree- 
ments Act unconstitutional have not come 
from the bench, but from a few practicing 
attorneys or from brief declarations from dis- 
senters in Congress” (p. 39). 

In answering the second of the foregoing 
questions, the author makes his most impor- 
tant contribution, since he goes into the com- 
plete organization and procedure of the pro- 
gram, even to explaining the work of the 
several committees to whom investigatory 
powers are delegated. He concludes that the 
process is democratic, since the public is 
represented in at least four different ways: 1. 
Congress limits the scope of administrative 
action; 2. Hearings are accorded interested 
parties while agreements are under consid- 
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eration and in force; 3. The administrators 
of the act take the point of view not only of 
industrialists but of the public as well; 4. 
And (though a bit weak in this reviewer’s 
opinion) the Executive is responsible to the 
electorate and can be removed if the latter 
desires. 

In his conclusions, the author sees several 
dangerous enemies to the program lurking 
in the shadows (pages 126-127). ““There are 
the traditional protectionists . . . who insist 
that the cost-equalization formula be applied 
in connection with the trade agreements.” 
This would lead toward a “‘complete frustra- 
tion’”’ of foreign trade. ‘““There are those who 
insist that the agreements must be ratified 
by two-thirds of the Senate.” This would 
“put control of tariff matters where it does 
not belong.”’ There are those who want con- 
cessions offered by the United States limited 
to reductions in tariff rates only. This would 
lead toward an imposition of innumerable 
excise taxes and “undermine” the whole 
program. 

As to the weaknesses of the book, there 
are only two worthy of mention. In his dis- 
cussion of the character of the trade agree- 
ments organization, the author has occasion 
to refer to the more important men respon- 
sible for its successful administration. In- 
stead of declaring them competent and let- 
ting it go at that, he furnishes biographical 
sketches of each in the body of the text. 
Such material should be relegated to foot- 
notes or to an appendix since it is definitely 
incidental and tends to break the trend of 
thought. The other weakness lies in the 
author’s failure to attempt an objective ap- 
praisal of the program. With the material 
now available on exports and imports be- 
tween trade agreement and non-trade agree- 
ment countries, such an analysis is easily 
obtainable. While evidence of this type is far 
from conclusive, it should be very helpful 
in pondering the question as to the effects of 
such a program. All in all, however, the book 
is a lucid, informative and reasonably dis- 
passionate analysis of what the trade agree- 
ments program is and how it works. 

Rapu Cassapy, Jr. 
University of California at Los Angeles 


Price MAINTENANCE IN KNOXVILLE, TEN- 
NESSEE UNDER THE TENNESSEE Fair 
TrabeE Act OF 1937, by Charles W. Lewis. 
Knoxville, Tennessee: The University of 
Tennessee, 1939. Pp. 64. 


This is a well ordered, interesting, and on 
the whole valuable addition to studies of the 
economic significance of state fair-trade laws. 
It was conducted in the Spring of 1938, over 
a year after the passage of the Tennessee 
Act. Interviews indicated that only about 
one-third of a substantial proportion of Knox- 
ville merchants in 15 retail trades, other 
than the drug trade, were familiar with the 
provisions of the Act, that only about one- 
tenth had signed contracts, and that, except 
in the book and jewelry trades, completed 
contracts were few in number and affected 
a slight proportion of the business volume 
of the merchants involved. Approximately 
two-fifths of the merchants expressed them- 
selves as opposed to “fair-trade,” an attitude 
that evidently was reflected in the policy of 
the trade associations in which merchants in 
several of the trades held memberships. 

In the second part of the study, Mr. Lewis 
attempts to measure the effect of the Act on 
the prices of drug-store merchandise in 
Knoxville. According to information sup- 
plied in interviews, there was on the aver- 
age little change over the period in the 
prices of “orthodox” drug stores on familiar, 
fast selling items. On the other hand, a study 
of newspaper advertising showed that prices 
charged by cut-rate drug stores on “con- 
trolled” merchandise rose materially, there 
being a definite tendency for the manufac- 
turers’ minimum prices to become the going 
prices. Cut-rate prices on “non-controlled”’ 
articles, however, showed a decrease; which, 
according to the author, was in keeping with 
the general trend of prices. No information 
on the volume of merchandise is presented 
to accompany the price data. 

One of the conclusions of the study is that 
in the long run price maintenance is likely to 
prove detrimental to the interests both of its 
sponsors and of the public. 


C. A. PEARCE 
Washington, D. C. 
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Tue Revo.tution 1n MERCHANDISE, by 
Joseph Mayer. New York: Greenberg, 
Publisher, 1939. Pp. 222. $2.50. 


The author of this interesting little book 
has for the major part of his life been closely 
associated with R. H. Macy & Co. of New 
York. More specifically, he has been em- 
ployed in the millinery department in one 
capacity or another; consequently his views 
concerning various phases of merchandising 
have what might be called a millinery bias. 

The body of the book is divided into two 
parts. The first is devoted to the Revolution 
in Merchandise which is pictured as being 
the great decline, after the World War, in 
importance of staple and semi-staple goods 
and the growing significance of style or the 
“Look-rightness” of merchandise. Whereas 
Part I is essentially a treatment of the effects 

f ““Look-rightness” upon the merchandising 
policies of department stores, Part II deals 
with its repercussions upon the consumer. 
Much of the discussion here is repetitive of 
Part I with one very important addition; 
the author is more critical of the department 
store. In fact his criticism, as inadequate as 
it is, is perhaps the major contribution of 
the book. 

Among the limitations of the book the 
following may be mentioned. The point of 
view is that of a specialized executive; conse- 
quently, the views given are biased in that 
direction even though management is casti- 
gated at various points. There is a complete 
absence of statistics to substantiate the 
statements made, and the various subjects 
are very sketchily and inadequately treated. 
The author is not reluctant to turn a good 
phrase even though the meaning may not be 
sO apparent. 

But the volume has many points to recom- 
mend it even though to the student who 
wishes more complete data or to the execu- 
tive who desires an answer to specific prob- 
lems it may be rather disappointing. It is 
very interesting since it reflects the execu- 
tive’s point of view. The style and diction in 
most cases are above criticism, and to one 
interested in “slogans, aphorisms, epigrams 
and plain thoughts” stated in rather succinct 
language the book will prove of special inter- 


est. Several pages of an appendix are devoted 
to a listing of some of the outstanding state- 
ments of this nature which were made in the 
body of the book. Perhaps the main contri- 
bution of the volume is that it reflects the 
psy chology and ideology of the merchandis- 
ing manager and executive vice-president of 
R. H. Macy & Co. 

E. J. SHEPPARD 

Purdue University 


ConsuMER SuHoppinc Hasits sy INCOME 
AND OccupaATIONAL Groups, by Perham 
C. Nahl. Stillwater, Oklahoma: Oklahoma 
Agricultural and Mechanical College, 
1940. Pp. 60. 


Professor Nahl’s monograph on consumer 
shopping habits must be considered from 
two points of view: first, as a contribution to 
the teaching of marketing; and second, as a 
presentation of market information. It is a 
report of a course project in market research 
to determine the relationship between in- 
come and occupation of small town residents, 
and their out-of-town shopping habits. Con- 
clusions drawn are that the greater the in- 
come of the small-town resident, the greater 
his mobility as a shopper, and the greater his 
desire for a wider selection of merchandise. 

From the standpoint of teaching market- 
ing research, this study is highly commend- 
able. Step by step, it illustrates the technique 
of a research project. It shows, in application, 
the necessary precautions for completeness, 
accuracy, verification, and conclusion. Had 
a greater number of current research practi- 
tioners been subjected to the type of training 
Professor Nahl’s students have received in 
executing this cooperative project, there 
would be fewer misleading surveys presented 
to the management of business establish- 
ments. 

From the standpoint of marketing data, 
the monograph presents information of cur- 
rent value. A popular marketing misconcep- 
tion is that advertising and sales promotional 
effort (including advertising allowances) 


should be allocated in correspondence with 
retail sales. Thus, sales effort misses fire for 
those customers who come from smaller 
towns to larger cities where sales bulk. 
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Professor Nahl’s monograph adds fresh and 
convincing information to check this widely 
held misconception. 
Lawrence_ C. Lockey 
Philadelphia, Pa. 


Sates MANAGEMENT, by Herman C. Nolen 
and Harold H. Maynard. New York: 
Ronald Press Company, 1940. Pp. xiv, 
505. $4.00. 

Defining sales management broadly as 
marketing management, the authors seek to 
stress “‘... definite techniques and basic 
principles” and to present “. . . sound ideas 
which must be used in the development of 
sound sales policies.” Deviating from the 
customary early treatment of product and 
market, the book begins with three chapters 
on sales organization and one on the sales 
manager, followed by three on sales planning. 
Thirteen chapters on selection, training, 
compensation and other problems of sales- 
force management come next, while the 
final five chapters of the book are devoted to 
marketing policies and sales cost accounting. 

Sales potential measurements are treated 
in conjunction with sales forecasting and 
analyses of buying habits are discussed 
briefly at several points throughout the book 
but there is no block of text devoted to a 
comprehensive treatment of the market 
analysis job and its relation to the establish- 
ment of sales management objectives. Rout- 
ing of salesmen, salesmen’s contracts and 
export sales management are not covered. 

The chapter on time and duty analysis is 
a real contribution to sales management lit- 
erature as it includes a wealth of recent 
experience with salesmen job analysis tech- 
niques. In view of the widespread usefulness 
of the information derived from such studies 
the chapter might well have been placed at 
the beginning of the discussion of sales force 
management problems. The chapter on 
traveling expenses also contains excellent 
material. 

It is unfortunate that such a generally 
well-written book is marred by occasional 
carelessness in organization and analysis. 
The reader is told at the beginning of Chap- 
ter 6 that sales management is divided into 


organizing, planning, and controlling and is 
referred by a footnote to a more complete 
discussion in Chapter 2. Chapter 2 does not 
contain such a discussion. Similarly it is 
puzzling why after dividing sales planning 
into four major topics and devoting individ- 
ual chapters to three of them (forecasting, 
quotas, and districting of territories) there 
is no comparable treatment of the fourth 
topic—selection of selling methods. 

The analysis of sales forecasting appears 
to consider sales potential measurements as 
synonymous with sales forecasts. For ex- 
ample, the authors describe the “Single 
Index Forecast”” and the “Multiple Index 
Forecast.”’ Presumably it was intended that 
the sales potential measurements derived 
from these methods would be only one factor 
in a sales forecast because page 104 lists five 
major factors affecting volume of sales as 
past sales, business conditions, potential 
market, changes in sales policies and compe- 
tition. This is not made clear, however, nor 
is it fully explained that many indexes are 
inevitably relative in character and hence 
more useful in measuring sales potentials in 
various sales territories than in measuring an 
absolute potential for the entire company 
marketing area. 

The chapters on sales and distribution 
policies are very good and it is only to be 
wished that they might have been longer. 
Sales cost accounting is treated comprehen- 
sively and the chapters should prove of real 
interest both to students and executives. In- 
asmuch as the discussion tends to emphasize 
complete allocation of indirect expenses, the 
reader must bear in mind that simpler types 
of cost analysis also have their place and may 
be more readily accepted by operating execu- 
tives. Much valuable information, for ex- 
ample, can be secured by comparing the 
“contributions to overhead” made by partic- 
ular territories, products, customers, and the 
like. 

The text does not include any problems 
or questions which can be assigned to stu- 
dents and this will detract to some extent 
from its usefulness to teachers; it will not 
affect particularly its usefulness to sales 
executives. 
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The most important contribution of the 
book is without doubt the intelligent and 
diligent development of basic principles. One 
chapter is devoted to principles and one to 
methods for both training and compensation 
of salesmen and essentially the same analyti- 
cal approach is utilized in treating other 
topics. This is distinctly useful, especially 
to the teacher. The style of writing is clear 
with illustrative material well-chosen and 
ample in most chapters. Some of the prin- 
ciples might have been given more emphasis 
by greater use of categorical statements but 
it is quite understandable that the authors 
hesitate to do this in the face of unavoidably 
meagre evidence. The book deserves careful 
examination both by teachers and by busi- 
ness executives. 

Ross M. CunnINGHAM 
Massachusetts Institute of Technology 


MiLuiions oN WHEELS, by Dewey H. Palmer 
and Laurence E. Crooks. New York: The 
Vanguard Press, 1938. Pp. xiii, 308. $2.50. 
This book, sponsored by Consumers Union 

Publications, attempts to answer two ques- 

tions: (1) how to select both new and used 

cars, and, (2) how to get the most satisfac- 

tion from your present car. It does this by a 

description not only of cars, but of their 

operation, financing, insurance, and supplies. 

A supplement is added which rates 1939 

cars and auto supplies in typical Consumer 

Union form. 

The most valuable part of the book is the 
section which discusses the care and opera- 
tion of a car. Many users could profit by 
reading these chapters as well as the one 
which describes safe driving practices. Jus- 
tifiable criticism is also made of some current 
practices in the sale and financing of acces- 
sories and parts. The unethical practices 
described, while not universal, are yet all 
too common. 

The remainder of the chapters have the 
advantages and disadvantages common in 
consumer publications of this type. Many 
of the criticisms made of 1938 cars and their 
methods of sale are no longer true in 1940. 
Among such is the criticism of low driver 
visibility in the 1938 cars and the methods in 


use at that time of quoting prices and install- 
ment terms. The authors make much of the 
“Diversion Principle,” by which they mean 
value taken from the parts of the car which 
make for long service and given to those 
which provide only competitive sales ad- 
vantages. It is probable, however, that the 
consumer is reasonably well satisfied with 
present serviceability and appreciates “gadg- 
ets” which add to the comfort, appearance, 
or psychic value of his purchase. Other criti- 
cisms directed toward “Artificial Obsoles- 
cence” and “Conspicuous Display” are cer- 
tainly no more nearly true in the auto field 
than in many others. 

It is also true that consumers differ so in 
taste, needs, and purchasing power that it is 
doubtful if they could secure much practical 
help in car buying from this book, other than 
a list of factors for possible individual con- 
sideration. This seems particularly true of 
the section devoted to new cars and perhaps 
less so in the discussion of used cars. It seems 
that some place in the book credit should be 
given producers for the remarkable improve- 
ments made in car design and construction 
in the last few years, yet nowhere is this 
done. 

E. O. DiLLe 
University of Tennessee 


MarketinG THrouGH Foop Brokers, by 
A. Urban Shirk. New York: McGraw-Hill 
Book Company, 1939. Pp. ix, 310. $3.50. 
The purpose of this book is... “to bring 

to light the food brokers’ great importance 
in the distribution of grocery products.” It 
is written by one who repeatedly gives frank 
expression to his admiration of food brokers 
with whom he “has had many years of ex- 
perience” and whom he has visited “‘in all 
parts of the United States.” 

The method of treatment is largely de- 
scriptive—for example, the section defining 
a food broker (pp. 14-15). Frequently, how- 
ever, it turns to a “how to do it” note, for 
example, Chapter 3 on Selecting and Ap- 
pointing a Broker. The other subjects dealt 
with in the dozen chapters are: marketing 
methods, the food broker and how he func- 
tions, brokerage rates and payments, allo- 
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cation of territory, co-ordination, quota sys- 
tems, sales statistics, records, and charts, 
the broker’s office, how the broker serves the 
grocery industry, advertising campaigns and 
the food broker, and the food industry in 
general. 

The volume is interestingly written, 
though at times too much drawn out with 
repetitions or descriptive detail. There is no 
documentation at all. In fact, about the only 
references to other writings are those point- 
ing out that other books on marketing as 
well as courses in our leading colleges and 
universities scarcely mention the food broker. 

H. E. ErpMan 
University of California 


Tue Great Powers 1n Wor_p Pouitics, by 
Frank H. Simonds and Brooks Emeny. 
New York: American Book Company, 
1939, rev. ed. Pp. xiv, 731 and appendices. 
$4.00. 

In direct, vigorous language the authors 
advance the thesis that the common ends of 
the national policy of every state are security 
and prosperity. But, by reason of their physi- 
cal circumstances, the Great Powers may be 
divided into two classes: the “Haves” and 
the “Have-nots.” For the first class, security 

through the maintenance of status quo is the 
sole objective; for the second group the ac- 
quisition of what they lack assumes primary 
importance. 

On the basis of this thesis, the authors 
proceed to explain the national policy of each 
of the great powers in terms of four basic 
factors: the geographic, the economic, the 
demographic, and the strategic. The reasons 
for the dynamic, expansionist policy of Ger- 
many, for example, may be found in the 
vulnerability of her post-war frontiers, in her 
dependence on foreign markets and sources 
for domestic prosperity and in her desire 
for ethnic unity. In contrast, the static policy 
of France was dictated by her desire to con- 
tinue the enjoyment of her prosperity and 
her influence as a leader among the Great 
Powers of Europe. 

Its starkly realistic approach makes the 
book of peculiar value in these days of upset 
emotions and hysteria. For example, the 


author’s explanation of Italian national 
policy makes it perfectly clear that Musso- 
lini’s recent (June, 1940) declaration of war 
cannot be summarily condemned as a con- 
temptible stab in the back of a tottering foe. 
There is another side of the story, as is true 
of most of the events of the present War, 
about which our feelings have been running 
high. 

In the opinion of the reviewer, the authors 
have done an excellent service in presenting 
clearly and vividly a subject that is of vital 
interest to all of us. The revised edition 
brings the book up to the summer of 1939. 

S. G. WENNBERG 
University of Missouri 


BEHIND THE CounTER, by Emily Van Brus- 
sel. New York: D. Appleton-Century 
Company, Inc., 1939. Pp. xv, 165. $1.50. 
This volume, based on the author’s seven 

years’ experience in thirty different depart- 
ments at R. H. Macy & Co., discusses per- 
sonal improvement, buying motives, knowl- 
edge of the product, the approach, the pre- 
sentation, meeting objections and close. In 
addition, there are chapters dealing with 
creative selling or “plus” sales and with per- 
sonnel relations of the employee and the rest 
of the organization. This covers the field of 
salesmanship as applied to department 
stores for all practical purposes. No attempt 
is made to be exhaustive, no new knowledge 
is added, nor is there any necessity to do this 
for the particular purpose for which the book 
is designed. 

The book is pragmatic, conclusions being 
given from observation rather than research; 
“it works,” is the authority for statements. 
In a few cases, recorded information is 
quoted, but it is done so in blank form with- 
out reference to specific authority. The chap- 
ters are not always clean cut in their topics; 
at times the material is brought over from 
some chapters into others. There are some 
fields of retail selling that are hard to cover 
fully. Knowledge of the product and the 


presentation in a department store sales or- 
ganization are not too fully explained. 

The book is written in a gossipy, even 
slangy manner, such as two shop girls might 
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use in talking to each other. “Sure, this is 
so—.” “‘Now take a slant at this—.” The 
chapters are given titles designed to catch 
the eye and the imagination of the store 
clerks. The chapter on buying motives is 
entitled “The Colonel’s Lady and Judy 
O’Grady.” The approach is presented under 
the name “Just Looking,” and “All the 
Answers” gives the methods of meeting ob- 
jections. Clerks are dramatized as_ the 
““Guess-o-maniacs,” the “‘Sitter-on-a-log,” 
and the like, while the customers are referred 
to as the ““Have-to-make-a-train” type, and 
the “‘Personified-press-column” type. Infor- 
mal scraps of conversation at the end of each 
chapter serve to build up interest in the suc- 
ceeding chapter. In some cases, the allegory 
clouds the issue. 

All of this is designed to interest the type 
of individual found behind the counter in a 
metropolitan department store where the 
labor turnover is large and the sales training 
is always a problem. This same presentation 
will discount the book for the more conserva- 
tive institutions. As a general sales training 
treatise for the newer and younger clerks in 
a retail store, the book should be satisfactory. 
Whether the style will make it popular in 
this field is a question. 

Rosert S. STAINTON 
Purdue University 


FUNDAMENTALS OF SELLING, by R. G. Wal- 
ters. New York: South-Western Publishing 
Co., 1937, 3rd. ed. Pp. 488. $1.48. 


The author’s purpose is to offer students 
who have had no previous training in selling a 
course in the general principles of salesman- 
ship. Except for a minor change in title, 
revision of some of the question and problem 
material, and the addition of three chapters 
dealing with practical application of selling 
principles, the work is substantially the same 
as the earlier edition. 

The work is divided into eight parts, each 
dealing with an important phase of the sub- 
ject in logical, orderly sequence. Part I ex- 
plains the economic and social importance 
of selling and attempts to classify sales effort 
according to type of goods sold or method 
of operation. Parts II, III and IV set up as 


the foundation stones of successful salesman- 
ship the familiar fundamentals: knowledge 
of sales personality, knowledge of the goods 
and the firm, and knowledge of the customer. 
The discussion of the physical, mental, moral 
and social qualities comprising sales person- 
ality is especially well done. The seven chap- 
ters of Part V explain the strategy and tech- 
nique of the sales interview. Part VI deals 
with the importance of building customer 
goodwill through service and adherence to 
high ethical standards of selling, and Part 
VII briefly describes the clerical duties per- 
formed by the retail and the traveling sales- 
man in addition to his sales work. 

Part VIII introduces entirely new material 
emphasizing the practical application of sell- 
ing principles to the writing of sales letters, 
to advertising, and to getting a position. 
While the scope and complexity of the first 
two make questionable the value of such 
brief treatment to the inexperienced student, 
the discussion of the last topic seems ex- 
tremely timely and valuable. The reviewer 
felt some regret that this entire final part 
was not devoted to a more complete develop- 
ment of the possibilities of employing selling 
principles to aid one in securing a position. 
Perhaps some reference to the work of Sid- 
ney Edlund and the Man Marketing Clinic 
would have added to the effectiveness of this 
topic. 

Each chapter contains excellent pictures 
depicting sales situations and problems in 
the different fields of selling. Charts and 
sample sales forms also add materially to the 
clarity of the presentation. Each chapter is 
concluded with questions, problems and 
practical projects to test the student’s grasp 
of principles and ability to apply them. Two 
actual sales interviews are included in an 
appendix as additional laboratory material. 
A complete index aids greatly in the use of 
the volume. 

For the purpose for which the book was 
written, it is hard to offer serious criticism. 
Part I might have been strengthened by a 
more detailed account of the early origin 
and slow growth of selling so that students 
could understand what influence the past has 
exerted upon present day institutions and 
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practices. The chapters dealing with meeting 
objections and obtaining the close might 
have been made more interesting and con- 
vincing by including actual dialogue from 
typical sales interviews to illustrate how the 
efficient salesman meets barriers and con- 
quers prospect procrastination. Students 
would find additional reading references 
upon each subject useful in investigating 
some phases of selling more thoroughly than 
is possible in a volume of this size. 

Mr. Walters has written a book which is 
ably organized and presented and effectively 
visualized. To students wishing to secure 
some knowledge of salesmanship by private 
study or in high school classes, to teachers 
under the George-Deen Act, and to sales 
managers looking for a readable, practical 
book for beginning salesmen, this text should 
be valuable. 

Frank H. Beacu 
University of Illinois 


FUNDAMENTALS OF RetaiLinc, by R. G. 
Walters and Edward J. Rowse. Cincin- 
nati: South-Western Publishing Company, 
1938. Pp. x, 437. $1.60. 

One who has experienced the difficulties of 
teaching store management problems to ad- 
vanced college students in marketing may be 
excused for doubting the advisability of try- 
ing to teach store management to students 
on the high school level. If the few brief 
chapters dealing with this field were deleted, 
the title could be changed to Fundamentals 
of Retail Selling and the volume would make 
an excellent textbook for this subject. 

Chapters VII and VIII, on the customer, 
are very fine. A careful analysis of different 
types of buyers is so presented that the chap- 
ters could be profitably read by college stu- 
dents in merchandising and by store man- 
agers. The authors not only point out differ- 
ences in people but show how to handle 
different kinds of customers. Starting with 
Chapter IX on opening the sale and con- 
tinuing through Chapter XIII on closing the 
sale there is also a fine treatment of the sell- 
ing technique. This section of the book could 
well serve as collateral reading in a college 
course in salesmanship. 


By including chapters on English and 
Mathematics the authors have tried to do 
too much. If high school students have not 
learned English in their regular English 
classes they will not learn it in a single chap- 
ter in a book on retailing. And if they have 
not learned addition, multiplication, and di- 
vision they will not get it from this book. If 
the purpose of Chapter V, Store Mathe- 
matics, is to teach students the difficult job 
of mark-up, it falls far short of accomplishing 
its purpose. This reviewer has been told 
many times by large store operators that 
they must constantly watch pricing because 
of the department heads’ ignorance of mark- 
up. If mark-up is to be included in a text- 
book and if it is to be taught to students, it 
should be carefully done or omitted entirely. 

In spite of the weaknesses mentioned, the 
book is suitable for teaching purposes. At the 
end of each chapter are questions, problems 
for discussion, and projects. Teachers in 
secondary schools should find all three of 
these of great value. The questions, covered 
in the text, are thought provoking and the 
problems are designed to tie up any practical 
knowledge the student may have with the 
text material. Both questions and problems, 
in many cases, could well serve for the college 
level if the text material were more complete. 

However, there is one type of question, 
very popular with the authors, which this 
reviewer definitely condemns. In the chapter 
on Retail Store Organization, the first ques- 
tion asks the student to ““Name the twenty- 
five steps that may be taken by a retail store 
in bringing merchandise to you.” In the 
chapter on Junior Positions Leading to Sell- 
ing, there are fifty-four points which a stu- 
dent is supposed to remember. Teachers 
using this book in secondary schools might 
find that they could teach a really interesting 
course, and at the same time cover the ma- 
terial thoroughly, by deleting many of these 
pure memory questions. 

The volume, as indicated, is an excellent 


book for secondary schools on retail selling 
and should have been so named. Graduates 
of secondary schools will do store selling for 
some time before becoming store managers. 
High school courses in retailing should 
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specialize on retail selling and leave the 
dificult problem of teaching store operation 
to the colleges or to time and practical ex- 
perience. 
C. J. CourTNEY 
Creighton University 


A SratisticaL Stupy or Crepir Unions 1Nn 
New York, by Francis E. Wilcox. Chi- 
cago: University of Chicago Press, 1940. 
Pp. ill, 91. $1.00. 

Of the several institutions which offer 
credit to the consumer, credit unions have 
the best “press.” Instalment purchases are 
viewed with alarm in some quarters, un- 
regulated lenders are universally condemned, 
regulated lenders are damned with faint 
praise, personal loan departments are hailed 
as a break in the traditional conservatism in 
commercial banking practices, but credit 
unions alone have been enthusiastically ac- 
claimed as the ideal agencies through which 
the average man can wisely use the modern 
instrument of consumer credit. 

True, this praise has come most strongly 
from those active in credit union promotion 
or from those caught in the cooperative 
ideology. Self-help has an honorable lineage 
in the American economy. It runs back to 
the staunch traditions of neighborly helpful- 
ness in such community tasks as the husking 
bee and house building for the newly mar- 
ried; and it underlies the readiness of legis- 
latures to grant tax exemptions to certain 
financial institutions, such as the modern 
mutual savings banks, the credit union and 
the building and loan associations, whose 
primary function is to encourage thrift 
among workers. 

Nevertheless, when encomiums heaped 
upon credit unions by enthusiasts rest on no 
stronger foundation than a militant zeal for 
the cooperative or self-help principle, a dis- 
service is done the credit union movement. 
A degree of perfection has been claimed for 
credit unions, and for the people active in 
them, that would be remarkable for any 
specialized group no matter how carefully 
trained, but is nothing short of miraculous 
for the group of everyday people untrained 
in finance who associate in credit unions. 


Man does not shed all human weakness and 
become incapable of errors of judgment by 
the mere act of associating in a credit union 
group. This reviewer was the first to show 
that available statistics did not support the 
uncritical claims of credit union proponents, 
and that an area for credit union activity 
existed independent of extravagant claims.' 

Now, other factual studies, based on seri- 
ous research, are beginning to appear and 
our knowledge of credit unions will someday 
rest on a firm statistical basis. The Bureau of 
Labor Statistics has from time to time pub- 
lished estimates, secured from voluntary 
answers to questionnaires, of the investment 
in credit unions chartered by individual 
states, but these compilations do not include 
information on many items of importance. 
On the other hand, the statistics on credit 
unions organized under Federal charter, 
issued by the Farm Credit Administration, 
have been accurate and complete. Recently, 
Dr. Snider published a study of credit unions 
in Massachusetts,? and now comes Mr. Wiil- 
cox with a study of credit unions in New 
York. 

These states are highly significant in credit 
union annals. Legislation authorizing credit 
unions was first enacted in Massachusetts 
and soon after in New York. The develop- 
ment of credit unions in both states pro- 
ceeded vigorously and the volume of loans 
equalled, approximately, that made by the 
credit unions of all the other states put to- 
gether. Hence, it is fitting that they should 
be the first ones in which growth of credit 
unions has been seriously studied. 

The title of this volume indicates that the 
author means to limit himself to a presenta- 
tion, without conclusions, of the statistics of 
credit unions in New York. But since the 
study originated from the desire “‘to evaluate 
the operations of credit unions as competi- 
tors” in consumer finance, it is to be re- 
gretted that the author failed to present his 
own conclusions. 


1 Cooperative Consumer Credit, by M. R. Neifeld. 
Harper & Brothers, New York, 1936. 

2 Credit Unions in Massachusetts, by Joseph L. Snider. 
Harvard University Press, Cambridge, Massachusetts, 
1939. 
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The existing material obtained from credit 
union balance sheet data is well handled by 
frequency distribution and cross-classifica- 
tion, by a segregation of credit unions by 
State and Federal charter and by those 
founded before and after 1927. The growth 
and decline of New York credit unions is pre- 
sented through an analysis of credit unions 
by type of membership, size, geographic loca- 
tion, members’ loan balance, interest rates 
charged, operating expenses, members’ depos- 
its, discontinued unions and their liquida- 
tion record. 

In New York in 1938, Statechartered 
credit unions numbered 166 and had resourc- 
es of $12,382,000; Federal chartered credit 
unions numbered 337 and had resources of 
$3,940,000. The great depression sharply 
contracted the growth of the credit union 
movement in the state. By 1934 credit union 
loans had dropped to less than one-half of the 
1929 peak, and by 1939 were still one-fourth 
below that peak. If Federal credit loans are 
included, the 1939 figures just top 1929. At 
the low point, the accumulation of funds in 
excess of loan demand forced credit unions to 
follow the commercial practice of investing a 
considerable portion of their excess funds in 
bonds. 

Bad loans, improper management, or de- 
falcations on the part of officers were re- 
sponsible for the closing of 43 credit unions 
during the period 1929 to 1937. At the time 
of writing, 22 credit unions were being liqui- 
dated by the State Banking Department. Of 
these, 17 were of the “open” or “unre- 
stricted” type which has proved least satis- 
factory in service. The total rate of return to 
depositors and other creditors in liquidated 
credit unions was 80.9% of the liabilities. 

The volume analyzes the existing statisti- 
cal material on the operations of credit 
unions in New York, but leaves untouched 
many interesting aspects, information on 
which can be obtained only through field 
work. Some of these gaps the author points 
out himself: ‘‘one point that certainly needs 
investigation is the analysis of loans made by 
credit unions to their members with respect 
to the extent to which such loans represent 
the displacement of similar loans made by 


commercial organizations, by type, and to 
what extent they represent new loans in 
which a credit union member borrows his 
own savings.” 

Mr. Wilcox is Staff Statistician of the 
Household Finance Corporation, a commer- 
cial organization in the consumer finance 
field that is interested in appraising the 
credit union movement objectively as a com- 
petitor since, as he says, “the proponents of 
credit unions hope that credit unions may 
eventually handle a large share of the con- 
sumer-finance business and that credit un- 
ions may in time displace some of the com- 
mercial lending organizations in the field, 
particularly those agencies whose rates are 
higher than the rates charged by credit 
unions.” It is the hope of the author, a hope 
which all students of consumer finance can 
share, that this study may inspire the super- 
vising authorities of the various states to 
issue more detailed and analytical reports on 
credit unions. 

M. R. NEIFELD 
Newark, New Fersey 


B.—Dicest or ARTICLES IN OTHER 
JoURNALS AND 
PamMpHLET MATERIALS 


By Reavis Cox, University of 
Pennsylvania 
ARTICLES 


SamPLiNnG Pustic Opinion, by Elmo Roper. 
From the Fournal of the American Statisti- 
cal Association. June, 1940, pp. 325-334- 


Basic questions which arise in the develop- 
ment of a sound technique for sampling pub- 
lic opinion include: (1) Getting a sample 
which is representative of the different geo- 
graphic areas, sizes of places, sexes, ages, oc- 
cupations and economic levels of the coun- 
try’s people. (Economic levels are especially 
difficult, because a given money income 


means entirely different economic levels for 
people living in different places or with dif- 
ferent sizes of family to support.) (2) Word- 
ing the questions asked so as to achieve clar- 
ity and get the information wanted without 
influencing the answers. (3) Getting the field 
work done properly. (This aspect of the prob- 
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lem has not received the consideration to 
which it is entitled, although it is fully as 
important as the other two.) 

Two important unsolved problems are: (1) 
That of making qualitative appraisals as 
distinct from quantitative measures of pub- 
lic opinion. (2) That of getting an adequate 
list of leading words and phrases, so that 
they can be avoided. 

Public-opinion surveys are one of the 
greatest contributions to democracy of the 
last fifty years. They offer a good way of let- 
ting officials know what the public wants. 
There is a place for both publicly and pri- 
vately operated organizations for sampling 
public opinion. 


Tue Cost ELemenrt In Pricine, by Clarence 
B. Nickerson. From the Harvard Business 
Review, Summer, 1940, pp. 417-428. 


The most important relationship of cost 
and selling-price is that cost offers a resist- 
ance to the lowering of selling price, since, in 
the long run, the sale price must cover cost if 
those who wish a given commodity are to be 
supplied with it. In the extractive industries, 
the costs of the marginal producers have the 
greatest influence over price in the long run; 
whereas in manufacturing industries, the 
cost of the “‘average” or “representative” 
firm tends to be the most influential. 

Industries differ widely in their response to 
cost. Except over an extremely long period, 
cost offers no effective resistance to the 
lowering of selling price in industries where 
the seller has no knowledge of cost (common 
in shoe manufacturing, job printing, truck- 
ing and operation of garages). Under these 
conditions, cost becomes effective only after 
generations of people have lost their savings 
and the idea finally permeates that it does 
not pay to invest in such industries. In con- 
trast, industries (such as steel) with highly 
developed cost accounting, tend to respond 
more promptly to the checks of cost. Indus- 
tries manufacturing staple, uniform com- 
modities (flour, sugar, certain types of tex- 
tiles) have a very close relationship of cost 
and selling price. Industries with customary 
prices (cigars) and price lines (clothing) have 
a much looser connection. 


The influential cost may be, not actual 
cost as determined by the accounting depart- 
ment, but “average” or “standard” cost. 
Standard costs, properly used, are also use- 
ful in determining the profitability of items, 
stimulating efforts toward cost reduction and 
sales promotion, and in facilitating compari- 
sons between companies. With new products, 
the problem which arises is whether pricing 
should be in accordance with the additional 
costs imposed by the article or with a fair 
allocation of all costs. Factors determining a 
choice here include the prices already 
charged by other producers, if the product is 
new merely to one firm, the question whether 
the product is to be made a permanent or a 
temporary part of the line, and the basic pur- 
pose in adding the product, e¢.g., to use idle 
equipment or to keep the staff employed. A 
knowledge of demand conditions and of the 
effects of differences in volume upon cost, is 
extremely important in dealing with the 
problems involved. 

Common sense is necessary in dealing with 
the whole question here discussed. Unit costs 
should not be used too rigidly as bases of 
price without consideration of other factors. 
Neither should the long-run relationship be- 
tween cost and price be ignored because of 
preoccupation with short-run problems. 


Tue Causes or Price INFLexisiLity, by 
Jules Backman. From the Quarterly Four- 
nal of Economics, May, 1940, pp. 474-489. 
Most writers have emphasized monopoly 

power or fewness of sellers as the primary 

cause of price inflexibility. This tendency can 
in part be explained by the fact that the 
studies of this question have been concerned 
mainly with movements of wholesale prices. 

The price system is a composite of many 
different kinds of prices, all of which must be 
studied in an analysis of inflexibility. A sur- 
vey of the causes of price inflexibility in the 
entire price system—including rents, wages, 
services, utility rates, retail prices and inter- 
est rates as well as wholesale prices—reveals 

a myriad of factors responsible for inflexi- 

bility. These factors may be classified under 

the following headings: 
(1) Characteristics of the product. These 
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include factors affecting demand (such as 
durability, producers’ versus consumers’ 
goods, degree of processing, joint demand, 
availability of substitutes and luxury goods 
versus necessities) and factors affecting sup- 
ply or the nature of costs (such as the rigid- 
ity of wages and prices of materials and 
non-postponable overhead). 

(2) Laws and administrative decrees. 
These are probably the most potent influ- 
ences making for price rigidity. They include 
such factors as rate regulation, minimum 
wage legislation, tariffs, direct and indirect 
price control, and arrangements which make 
possible private control over prices, as with 
patents, copyrights, resale price mainten- 
ance and limitations on sales below cost. 

(3) Concentration of control. Factors here 
include monopoly by producers or labor 
unions, collusion, price leadership, basing- 
point systems, central sales agencies and 
trade-association activities. 

(4) Marketing techniques. These include 
suggested prices on packages, advertising of 
standard prices, one-price policies, product 
differentiation and the difficulties imposed 
by “‘in-between’’ prices. 

(5) Habits and customs. Here come the 
prices of professional services, price lining 
and limitations imposed by the coinage 
system. 

(6) Long-term contractual arrangements, 
as in interest on bonds, rents under long- 
term leases and royalties. 

(7) The structure of the market. Impor- 
tant here are the contrast between organized 
and “unorganized” markets, the scope of the 
market area served, and the marketing 
channels used. 

The multiplicity of causes suggests that no 
corrective action which is directed at a single 
factor—for example, concentration of con- 
trol—will serve to eliminate or even reduce 
materially the existing price inflexibility. 
Finally, the fact that economic progress has 
not been restrained in the past, despite the 
prevailing inflexibility, suggests that the 
significance of price inflexibility as a retard- 
ing influence has probably been emphasized 
out of all proportion to its real importance. 


Captain Macy, by Ralph M. Hower. From 
the Harvard Business Review, Summer, 
1940, pp. 472-487. 

Described as a by-product of a detailed 
history of R. H. Macy & Co., which is in 
preparation, this article will be of great inter- 
est to all students of marketing. It concerns 
itself primarily with Macy’s life from his 
birth on Nantucket Island in 1822 to the 
establishment of his New York store in 1858. 
The origin of several merchandising princi- 
ples still followed by the company he 
founded, is discovered in his record as a rest- 
less, wandering and largely unsuccessful 
business man and adventurer during his ear- 
lier years. 


Wuat Mortvates Business Buyers, by 
Delbert J. Duncan. From the Harvard 
Business Review, Summer, 1940, pp. 448- 
454. 


Buying motives are those influences or 
considerations which provide the impulse to 
buy, induce action, or determine choice in 
the purchase of goods or services. They may 
be “product motives,” applying to the choice 
of goods, or “patronage motives,” applying 
to the choice among suppliers. It has com- 
monly been assumed that business buyers are 
moved by rational motives, i.e., reason and 
judgment, rather than irrational motives, 7.¢., 
emotional reactions. 

From a study conducted through inter- 
views and questionnaires, several generaliza- 
tions emerge, of which the most important 
seem to be: Many purchases of industrial 
goods are made on a non-rational basis as a 
matter of habit or custom, so that it is doubt- 
ful whether the contrast commonly made be- 
tween “rational” buying of business goods 
and “‘irrational” buying of consumers’ goods 
is valid. Nevertheless, because rational 


motives commonly dominate in industrial 
purchases, advertisers have been correct in 
appealing to these motives. (Professor Dun- 
can gives a classified list of motives which he 
found to be important among business buy- 
ers and discusses several specific influences of 
more than ordinary significance.) 
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Tue CONDITIONAL SALE IN ILLINOIS: SELF- 
REGULATED OR GOVERNMENT-REGULATED 
by E. R. Dillavou. From Opinion and Com- 
ment, The University of Illinois, May 7, 
1940, pp. 15-22. 

A conditional sale is a from of sale on 
credit in which title to the goods is retained 
pending payment of the purchase price. It is 
a useful device for the protection of the seller 
and, properly used, assuming the rights 
granted thereby are not unduly pressed, is a 
device beneficial to organized society. Be- 
cause abuses are possible under the laws of 
such a State as Illinois, which has few formal 
restrictions on the use of the conditional sale 
and requires few technical formalities in the 
procedure for enforcing it, there is agitation 
for stricter governmental regulation. This 
agitation arises from the possibility of abuses 
in repossession and foreclosure, failure to in- 
form the buyer as to what is and what is not 
covered by the insurance for which he is 
charged, the use of “add-on” contracts and 
various other devices which undertake to 
substitute conditional sales for chattel 
mortgages or mechanics’ liens as security. 

Some of these devices are of doubtful 
worth as security to the seller. Furthermore 
where abuses are more fancied than real or 
sporadic rather than general, self-regulation 
by business may be a more effective control 
than drastic legislation. There is no occasion 
to regulate or limit use of the conditional 
sale by legislation so long as those employing 
it as a security device are reasonable in 
adapting it to their needs. 


THE DEPARTMENT STORE IN ITS COMMUNITY 
by Elizabeth A. Burnham. From the Har- 
vard Business Review, Summer, 1940, pp. 
455-471. 

From an analysis of data provided by 426 
department stores, it appears that operating 
expense tends to vary directly with the pop- 
ulation of the city in which the store is 
located. There is apparently a minimum sales 
level within each city size below which a 
firm finds it difficult to operate effectively. 
In each size of city it is the firms with the 
largest sales which have the most favorable 


operating expense percentages and the 
greatest opportunity for reasonable profits. 
Increasing traffic congestion in large cities, 
the growth of suburbs, the increased use of 
automobiles in rural areas, and increased 
knowledge of branded merchandise among 
consumers, have made it possible for stores 
in cities with populations of 25,000 to 50,000 
to maintain and increase their volume, while 
stores in smaller places have found it difficult 
to keep sales at an efficient level. During the 
last few years, large department stores in 
cities of 250,000 to 500,000 population have 
had definite advantages over stores of simi- 
lar size in the largest cities, both as regards 
volume of sales and costs. In the metropoli- 
tan centers, all but the extremely large stores 
have found sales maintenance a difficult 
problem. 

From Federal Reserve Board data it can 
be computed that, although dollar volume 
has not returned to pre-depression levels, 
about two-thirds of the department stores 
studied had a larger physical volume in 1937 
and 1938 than in any year immediately pre- 
ceding the depression. 


Food and Drug Acts 


A convenient short description of what 
was achieved for consumers by passage of the 
Federal Food, Drug and Cosmetic Act of 
1938, the Wheeler-Lea Act, and various 
State laws which became effective in 1940, 
appears under the title “Increased Protec- 
tion for Buyers of Drugs and Cosmetics,” 
by R. C. Ryniker, in Opinion and Comment. 
The University of Illinois, May 7, 1940, pp. 
25-29. 


The Food Stamp Plan 


George R. Taylor, of Amherst College, 
evaluates the food stamp plan for disposing 
of “surplus” agricultural products in Dun’s 
Review, July, 1940, pp. 19-24, under the title 
“The First Year of the Food Stamp Plan.” 
Since this plan has attracted much attention, 
especially among food distributors, Professor 
Taylor’s conclusions (which are, on the whole, 
favorable to the plan) will be worth reading 
by many marketing men. 
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Seasonal Factors in Retail Trade 


Asa by-product of the work done in estab- 
lishing trade barometers showing consumers’ 
purchases in 29 regions of the United States 
(with seasonal factors eliminated), L. D. H. 
Weld has worked out figures showing 
monthly variations in trade characteristic of 
each region. The figures are given and their 
significance is discussed by Mr. Weld in 
Dun’s Reviews June, 1940, pp. 15-20, “How 
Consumer Purchases Vary With the Seasons 
in 29 Regions.” 


Price Trends 


Melvin T. Copeland presents a series of 
charts in the Harvard Business Review, 
Summer, 1940, PP- 437-4475 showing the 
course of prices for 23 important chemicals 
during the last 20 years. Some major con- 
clusions: That there is a tendency for the 
prices of industrial chemicals to remain stable 
for long periods, except when major changes 
in methods of production occur or markets 
are upset. That prices of these chemicals 
have been little affected as yet by the war in 
Europe. That many important chemicals 
have undergone, during the last 20 years, 
substantial reductions in prices, which will 
remain permanently low, except as the prices 
of all commodities rise. 


Trade Agreements 


A condensed but informative discussion of 
the trade agreements program inaugurated 
in 1934 is provided in “The Trade Agree- 
ments Program,” by Simon Litman, Opinion 
and Comment, The University of Illinois, 
May 7, 1940, pp. I-11. Professor Litman 
describes what has been done under this 
program and the economic consequences, 
devoting particular attention to the argu- 
ment (which he believes fallacious) that the 
program has injured American workers and 
farmers. 


Consumers’ Expenditures 


Concluding its series of articles on expendi- 
tures of wage-earners and clerical workers, 
the Monthly Labor Review, in its April, May 
and June issues covers expenditures for 
housing, house furnishings and operation, 


medical care, personal care, and miscellane- 
ous items. As in the previous articles, the 
data were for 1934-1936 and were obtained 
from 14,469 white and Negro families in 42 
cities. The final report from this survey is to 
be published as Bulletin No. 638 of the Bur- 
eau of Labor Statistics. 


PAMPHLETS 


MANUAL ON THE Rosinson-PaTMAN Act: 
PREPARED FOR THE Use OF THE GREAT 
ATLANTIC & Paciric TEA ComMpANy AND 
SusBsipIARY Companigs. New York, The 
Great Atlantic & Pacific Tea Co., 1940, 
48p. 

This manual prepared by the A. & P.’s at- 
torneys for the instruction of the company’s 
buyers and suppliers is one of the most inter- 
esting and informative business documents 
thus far produced under the pressure of the 
Robinson-Patman Act and made available 
to the public. In a series of 105 questions and 
answers, it gives detailed instructions as to 
what the company can and cannot do legally 
under the decree of the Federal Trade Com- 
mission (which was finally sustained by 
United States Supreme Court on January 
30, 1940) forbidding it to accept brokerage 
allowances on its purchases. 

The manual also includes a general state- 
ment of the company’s policy under the 
decree, the text of the Robinson-Patman Act 
the text of the decree, an analysis of the 
Commission’s decisions in the Bird-Mont- 
gomery Ward and Standard Brands cases 
(dealing with problems of cost allocation 
which arise in the defense of price differen- 
tials), the text of a letter sent to all sellers 
wishing to deal with the A. & P. explaining 
what its buying policies will be under the 
decree, and the text of a form all sellers must 
sign assuring the company that their prices 
will under no circumstances reflect allow- 
ances or discounts in lieu of brokerage. 

To students of marketing the manual will 
be especially useful for the information it 
gives indirectly concerning the company’s 
buying operations, the illustrations it gives 
of the many complexities which arise in en- 
forcing this law, the illustrations it gives of 
the managerial problems raised by the need 
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to comply with a difficult and in some ways 
Obscure law, and the information it gives 
concerning the procedures open to large 
distributors in attempting to preserve the 
legitimate advantages in buying which grow 
out of their size, organization and methods of 
operation. 


Some Facrors Toat AFFecT THE MARKET- 
ING OF PETROLEUM PRropUCTS AND AN 
INVESTIGATION OF THE EFFECT OF RalL- 
ROAD TARIFFS UPON MARKETING AREAS, 
by Harry W. Chinn. Published as Vol. 
XXXV, No. 3, of the Quarterly of the Col- 
orado School of Mines, Golden, Colo., 
July, 1940, 39 p. 50 cents. 


This bulletin will be of great interest to an- 
alysts of trading areas. Mr. Chinn classifies 
the factors which determine the price pattern 
and, therefore, the market-area pattern for 
refiners as follows: erude-oil production costs, 
refining costs, selling costs, tax costs, the 
relation of production to consumption in 
specific areas, and transportation costs. 

After noting that these forces are apt to 
give a refiner different market areas for dif- 
ferent products, he discusses each factor 
briefly, giving particular attention to the 
significance of a refinery’s being in an area 
which produces more than it consumes or the 
reverse and of seasonal variations in con- 
sumption in various parts of the country. He 
then analyzes in some detail the significance 
of transportation and draws a series of maps 
showing “‘lines of competition among refin- 
ing centers for gasoline based upon a study of 
railroad rates. His study will be useful more 
for the techniques it employs than for the 
market areas it outlines, since it is admit- 
tedly fragmentary in that it studies only 
gasoline and only the effects of railroad rates 
and thus gives results which would be modi- 
fied substantially by a consideration of other 
products and other factors. 


Tue Porasy Inpustry: A Report SusmMit- 
TED TO THE DEPARTMENT OF JUSTICE BY 
THE DEPARTMENT OF COMMERCE, by 
Willard L. Thorp and Ernest A. Tupper. 
Washington, Bureau of Foreign and Do- 


mestic Commerce, 1940, 95 p. (Mimeo- 

graphed.) 

This study apparently was made as part 
of an effort to determine whether the potash 
industry has been violating the anti-trust 
laws; but it has a broader interest to students 
of marketing as a condensed case study of an 
industry’s operations in producing and dis- 
tributing its products. The study is, unfor- 
tunately, not complete from the marketing 
man’s point of view, since a heavy emphasis 
is placed upon pricing policies, whereas per- 
formance of the other functions of marketing 
and the organization and operation of dis- 
tributive agencies receive relatively little 
attention. However, the study will give good 
service in providing illustrative materials 
and a discussion of the economic problems 
involved in such matters as the setting of 
prices for a standardized product; the use of 
ports at which imported potash is received 
as basing points for domestic producers; the 
inelasticity of the demand for a product used 
chiefly as an ingredient in mixed fertilizers; 
the use of guarantees against price decline; 
the use of a single seasonal discount to do 
two things simultaneously—give the pro- 
ducers a forecast of their sales so as to permit 
the planning and scheduling of production 
and encourage storage so as to permit a 
smoothing out of deliveries over the year in 
a highly seasonal industry; and the control 
of late-season cancellations by purchasers 
who have received substantial discounts for 
ordering early in the season. 


Statistics OF FARMERS’ MARKETING AND 
PuRCHASING COOPERATIVES: 1938-1939 
MarketTinc Season, by R. H. Elsworth. 
Washington, Farm Credit Administration, 
1940, 34 p. (Processed.) 

The date given in the title of this pam- 
phlet is unfortunate, since Mr. Elsworth really 
presents a description of developments in 
agricultural cooperation from 1913 to 1939 
as revealed in successive surveys made by 
various governmental agencies. Only a small 
proportion of the total space is devoted to 
developments specifically in 1938-1939. 

After discussing the weaknesses of the 
various types of data collected, both as re- 
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gards their accuracy and as regards their 
significance in evaluating the progress of 
cooperatives, the author presents figures on 
the number of cooperatives, membership, 
dollar volume of business done and propor- 
tion of estimated total business handled. The 
figures are presented for the country as a 
whole, by geographic divisions, and by com- 
modity groups. 

An important development noted by Mr. 
Elsworth is the substantial rise in the rela- 
tive importance of purchasing associations, 
as contrasted with marketing associations, 
since 1913. Of interest also are the reasons he 
gives for the decline in the number of mar- 
keting associations since 1929, including 
stricter definitions of the term “‘cooperative” 
by the data-collecting agencies, the failure of 
some organizations to add farmers from cur- 
rent generations to their membership and 
their consequent development into private- 
profit enterprises, and the rise of new mar- 
keting methods, as in livestock, where the 
growth of truck transportation has eliminat- 
ed a good many local shipping associations. 


THE PLAcE oF ADVERTISING IN THE AMERI- 
cAN SceneE, by Ralph Starr Butler. New 
York, Young & Rubicam, Inc., 1940, 16 p. 


Advertising is attacked on several fronts; 
but the principal attack is made upon the 
advertising done to consumers by manufac- 
turers of trade-marked goods and consists of 
a charge that it increases the prices paid by 
consumers. The conventional defense is that 
advertising reduces prices by increasing the 
scale of production and distribution and so 
reducing unit costs by more than the cost of 
the advertising itself; but the formula is far 
from having universal application. 

The most valid defense of advertising in- 
sists that advertising is only one of many 
costs, that it cannot properly be singled out 
for attack as a contributor to the consumer’s 
price, and that it can be evaluated only in its 
setting as an inescapable part of the econo- 
mic system under which we live. Free choice 
among methods of establishing a business is 
essential to a system of free enterprise, which 
includes the right to seek as wide a market as 
possible. This is true even though we have to 


recognize areas of rightful and legitimate 
proscription by the police power of the State. 
Under these circumstances, we are on sound 
ground in assuming that a manufacturer who 
turns to advertising does so because it is the 
least expensive means to accomplish his 
legitimate purpose. This advertising reduces 
rather than increases cost as compared with 
other methods of doing business within the 
system of free enterprise. 

If we look beyond our present economic 
system, we must view advertising as one of 
the costs of competition inherent in a system 
of free enterprise. It has not been proved in 
actual practice that final prices in a competi- 
tive economy are higher than they would be 
in a collectivist society. To the extent, how- 
ever, that they may be, even theoretically, 
higher, the added costs of competitive dis- 
tribution are the price we pay for the privi- 
lege of living under a system of free enter- 
prise. Just as the believers in democracy real- 
ize that they can enjoy the inestimable 
advantages of democracy only by paying the 
price of delay and cumbersomeness inherent 
in democratic processes, so the believers in 
free enterprise must be prepared to pay a 
certain price, if necessary, to maintain the 
industrial system that has built our modern 
world. 


CONSUMPTION AND Prices or CANNED MILK 
AS RELATED TO THE DEMAND FOR FRESH 
Mixk, by Leland Spencer. Ithaca, N. Y., 
New York State College of Agriculture, 
May, 1940, 25 p. (Mimeographed.) 
During the last 20 years the consumption 

of canned milk has increased until, whereas 

in 1921 it represented 5% of the combined 
consumption of fresh and canned milk, in 

1939 it represented nearly 10%. The main 

reason for this trend has been a substantial 

widening of the price difference between the 
two types of milk, a factor reinforced by the 
decline in consumers’ incomes during the 
depression. This difference is made possible, 
despite higher processing and packaging 
costs, by lower costs of selling and delivery 
to stores and lower margins in stores. An up- 
ward movement in commodity prices and 
stricter sanitary requirements for evaporated 
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milk would narrow the spread between canned 
and fresh milk. Greater business activity 
and employment would enable consumers to 
assert their preference for fresh milk. On the 
other hand, improvements in manufacturing 
tending to remove the objectionable caramel- 
ized flavor would strengthen the demand for 
canned milk. Strenuous and wisely directed 
efforts to reduce the costs of producing and 
distributing fresh milk and intelligent price 
policies, will be needed to maintain the past 
position of fluid milk in consumer demand. 


OpERATING ReEsutts oF DEPARTMENT AND 
SPECIALTY STORES IN 1939, by Malcolm 
P. McNair. Boston, Harvard University 
Bureau of Business Research, 1940, 34 p. 
$2.50. 


This twentieth consecutive annual report 
published in its series is based on data from 
$21 companies operating 657 stores with 
total net sales in 1939 of $1,725,149,000. 
Some of the important developments for 
department stores during 1939 made ap- 
parent by the figures here tabulated were: 
An increase of 53% in net sales over 1938. A 
net profit from merchandising operations for 
the stores as a group representing 0.4% of 
net sales, as compared with a loss of 1.15% in 
1938. An increase in “net gain” (or ordinary 
net business profit) from 2.65% of net sales 
in 1938 to 4.15% in 1939. An increase in 
gross margin from 36.25% to 36.8%, and a 
decrease in the expense rate from 37.4% to 
36.4%. (Decreases were achieved particu- 
larly in pay roll, real estate costs, and adver- 
tising, when computed as a percentage of 
sales.) All sizes of stores made a better profit 
showing in 1939 than in 1938. 

For specialty stores, the principal develop- 
ments revealed are: An improvement during 
1939 over 1938 in net sales, net profit on 
operations and net gain. Because the expense 
rate for specialty stores remained at 37.5% 
in both years, the increase in operating profit 
and net gain was considerably smaller for 
specialty than for department stores. 


Cooperative Ecc anp Pouttry Auction 
Associations, by John J. Scanlan and 


Roy W. Lennartson. Washington, Farm 
Credit Administration, 1939, 101 p. 


Prior to 1930 egg and poultry cooperatives 
developed little in the Northeastern States. 
Since then, a new type of cooperative which 
operates on the auction method has appeared. 
By 1937 there were 18 such associations 
operating in eight of these States. The pre- 
sent study describes their organization and 
operation and undertakes to explain why this 
type of cooperative has succeeded in this 
area, where pool types failed to achieve any 
substantial success. Of obvious interest to 
students of agricultural marketing and, 
specifically, of farm cooperatives, the report 
will be useful to those who want data on the 
strengths and weaknesses of auction trading. 


DistriBuTIVE Epucation: INFORMATION 
FOR TEACHERS AND ADMINISTRATORS OF 
Business Epucation, edited by J. Mar- 
shall Hanna and M. Herbert Freeman. 
Cincinnati, South-Western Publishing Co. 
1940, 55 p. 

This monograph, which is available with- 
out charge to commercial teachers and libra- 
ries, provides detailed information on what 
has been and what can be done under the 
George-Deen Act to set up programs of dis- 
tributive education. Its various sections, set 
up on a question-and-answer basis, define 
the term “distributive occupations,” outline 
the provisions of the George-Deen Act and 
the requirements imposed upon educational 
programs which wish to come under its pro- 
visions, discuss the problems of organization 
and administration faced by groups working 
under the act, offer some suggestions on 
materials and teacher-training, tell of the 
progress achieved under the Act, and give a 
list of bibliographical sources on distributive 
education. 


Some Facts CONCERNING COMPETITION 
BETWEEN APPLES AND OTHER FRUITS AT 
Retait, New York City: PReLiminary 
Report, by Marius P. Rasmussen and 
Ford A. Quitslund. Washington, Farm 
Credit Administration, 1940, 66 p. (Mim- 
eographed.) 


The data here presented will be useful to a 
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variety of marketing men, since they throw 
light on consumption patterns and retail 
marketing procedures for several kinds of 
fresh and canned fruits and vegetables. Sta- 
tistics were obtained for 1937-1938 from 
seven chains operating more than 3,300 out- 
lets in four boroughs of New York City and 
from the managers of 1,790 independent re- 
tailers, including fruit and vegetable stands, 
retail groceries, hucksters, delicatessens and 
meat markets. No attempt is made in this 
report to pull the material together into a 
unified summary and group of recommenda- 
tions; but individual tables give information 
on a wide range of matters, such as the rela- 
tive importance of the different types of 
outlet in this market, competition between 
fresh and canned fruits, the influence of 
nationality and income upon consumption, 
gross margins, spoilage, units of sale, sources 
of supply, varieties handled, grades handled, 
the effectiveness of branding, pricing practic- 
es, and promotional activities. 


Tue Nationat SuGArR Prosiem: A GrapuH- 
ic Srupy. New York, United States 
Cane Sugar Refiners’ Association, 1940, 
69 p. 

A special pleader’s brief, this pamphlet 
presents data to support its argument that 
the Federal Sugar Acts of 1934 and 1937 
have worked out to force the payment by 
American consumers of large subsidies to 
domestic beet growers and processors, to 
domestic cane growers, to cane growers and 
refiners of the American tropical islands 
Puerto Rico, Hawaii and the Philippines, 
and to cane growers and refiners in Cuba, 
whereas domestic refiners of cane sugar have 
suffered a substantial reduction in output 
with consequent reduction in employment. 
The situation is thus posed as essentially one 
of sharp conflict between the interests of 
consumers and workers in and owners of 
domestic cane refineries, on the one hand, and 
the subsidized workers and owners, domestic 
and foreign, on the other hand. In addition 
to having an intrinsic interest, the study will 
be useful as an example of the effective use of 
graphs and charts. 


PROCEEDINGS OF THE NorTHWEST CONFER- 
ENCE ON DistrispuTIon: Marcu 6, 1940. 
Seattle, University of Washington, 1940, 
52 p. (Mimeographed.) 


Seven speakers present a variety of infor- 
mation and ideas in this symposium on 
cooperative research, especially in retailing, 
methods of improving the efficiency of retail 
salespeople, education for distributive re- 
search, the operation of the Unfair Practice 
Act in Montana, and problems of retail 
credit. Of interest to many readers will be the 
questions and answers arising in the discus- 
sion which followed each paper. 


MarkeTING ILiINoIs PEACHES: 1939, by V. 
A. Ekstrom. Urbana, Ill. University of 
Illinois, 1940, 24 p. (Mimeographed.) 


Marketing records were obtained from 
growers in southern Illinois for 793,385 
bushels of peaches from the 1939 crop and 
460,002 bushels from the 1938 crop. From 
these records Mr. Ekstrom derives some im- 
portant conclusions concerning the sales out- 
lets of farmers and methods of grading, the 
kinds of traders operating in the field (ap- 
proximately 80% of these peaches moved to 
market by truck), the distances peaches are 
hauled, the principal destinations, and the 
marketing problems created by the predomi- 
nance of trucking in the transportation of the 
crop. 


Cost of Marketing 


Data on the costs of grain elevators, with 
particular emphasis upon the relations be- 
tween volume and cost, are given in Cost of 
Handling Grain by Illinois Elevators, Univer- 
sity of Illinois, 7 p. (mimeographed), by 
L. J. Norton. Professor Norton bases his dis- 
cussion upon an analysis of data provided by 
43 elevators for the crop season 1937-19338. 

Interesting data on the cost of operating 
trucks which handled farm products in 
1938-1939 will be found in Motor Truck Cost 
Studies: 1939, by R. C. Ashby and L. W. 
Schruben, University of Illinois, 14 p. (mim- 
eographed). The study is based upon detailed 
records kept by operators of 16 trucks and 











THE JOURNAL OF MARKETING 


201 





was undertaken to discover costs per mile 
and per ton-mile, variations in these figures 
according to the type of commodity handled, 
the effects of changes in volume, seasonal 
variations in business and cost, and labor 
earnings of operators. 

The widely publicized report of the Bureau 
of Agricultural Economics on spreads be- 
tween farm and retail prices for food, is 
brought up to date in a mimeographed sup- 
plement (69 p.) carrying the title Price 
Spreads Between the Farmer and the Consumer. 
Supplement to the Mimeographed Report of 
Fuly, 1936. Like the original report, it was 
prepared by Richard O. Been and Freder- 
ick V. Waugh. In addition to tables which 
bring the price series down to February, 
1940, there are several pages of text describ- 
ing developments during 1939. 

A popularized 30-page summary of the 
Twentieth Century Fund’s Does Distribu- 
tion Cost Too Much? has been published by 
the Public Affairs Committee, of New York, 
as Public Affairs Pamphlet No. 44. Written 
by T. R. Carskadon, of the Twentieth Cen- 
tury Fund’s staff, it carries the title 59¢ of 
Your $7—The Cost of Distribution. It will be 
useful for many purposes. 


Retailers and Retailing 


Two items which will be of interest to 
students of marketing can be found in the 
May-June issue of The Retail Clerks Inter- 
national Advocate, published at Lafayette, 
Indiana, by the Retail Clerks International 
Protective Association. One is the report of 
the union’s audit committee, which shows the 
amounts and sources of funds received by the 
union in the fiscal year ended April 30, 1940, 
and its expenditures. The other is a state- 
ment opposing the Patman Bill presented by 
the union before the House Ways and Means 
Committee at Washington. 

The American Retail Federation, of 
Washington, D. C., has obtained a supply of 
reprints of the article, ““The Competitive 
Struggle for Market Control,” by David R. 
Craig and Werner K. Gabler, published in 
the May, 1940, issue of The Annals of the 
American Academy of Political and Social 


Science. Copies may be obtained by applica- 
tion to the Federation. 

Inserts bringing the Retailers Manual of 
Taxes and Regulations up to date as of July 1, 
1940, have been sent out by the Institute of 
Distribution, of New York. The inserts cover 
legislative, judicial and administrative devel- 
opments under local, State and Federal laws 
regulating retailers. 


Radio Audiences 


J. M. Greene, of the National Broadcast- 
ing Co., gives a simple, non-technical de- 
scription of some technical factors in pro- 
gram transmission which should be consid- 
ered by radio advertisers in estimating the 
area within which listeners can be expected 
to receive programs satisfactorily in Radio 
Station Coverage—Day and Night, an 11- 
page booklet reprinted from Printers’ Ink 
and distributed by the company. Mr. Greene 
suggests ways of using these factors to 
make preliminary estimates of the areas 
covered by a station from the point of view 
of adequate transmission. Emphasis is put 
upon the factors which make a station’s day 
coverage different from its night coverage. 

Workers in marketing research and ad- 
vertising will also be interested in... And 
With Lotions of Listeners, a 12-page booklet 
in which the National Broadcasting Com- 
pany records the results of a survey by C. E. 
Hooper, Inc., which found that among 1,101 
radio homes questioned by telephone, 658 
did and 443 did not listen to the Walter 
Winchell program sponsored by the Andrew 
Jergens Company; that 40.3% of the listen- 
ers used Jergens lotion as compared with 
only 10.8% of the non-listeners; that the 
proportion of users among listeners rises 
sharply as the length of time during which 
the program has been listened to increases; 
and that the proportion of users is larger 
among regular and frequent than among ir- 
regular and infrequent listeners. 

Of interest to the same readers will be 
More for the Money, a booklet which gives 
data to support the argument that the net 
cost of each listener “actually delivered” to 
Columbia network advertisers has dropped 
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43% in the past four years. This result is 
attributed by the Columbia Broadcasting 
System to increases in radio ownership, 
radio use, Columbia’s coverage, and Colum- 
bia’s share of the listening market. Colum- 
bia is distributing with this booklet its new 
rate card, dated July 15, 1940. 


Consumers and Their Ways 


Money Disbursements of Wage Earners and 
Clerical Workers in Five Cities in the Pacific 
Region: 1934-1936, by Faith M. Williams 
and Alice C. Hanson (358 p.), adds another 
title to the series of bulletins prepared from 
data in this well-known study by the Bureau 
of Labor Statistics. It gives information on 
current income and expenditures for a sam- 
ple of 1,741 families in Los Angeles, Sacra- 
mento, San Diego, San Francisco-Oakland, 
and Seattle. 


In Defense of Advertising 


The talk made by Raymond Rubicam, of 
Young & Rubicam, Inc., before the Business 
Consumer Relations Conference in New 
York on May 14, 1940, under the title 
What Does Advertising Owe the Consumer? is 
being distributed by the American Associa- 
tion of Advertising Agencies in mimeo- 
graphed form. Mr. Rubicam makes a vigorous 
argument for the doctrine that the primary 
obligation of national advertising to both 
consumer and manufacturer is to sell goods 
without misrepresentation to the largest pos- 
sible number of people at the lowest possible 
cost, that everything else is secondary, that 
advertising must accomplish this result by 
using the arts of persuasion rather than by 
trying to become an impartial consumers’ in- 
formation service, and that too hasty adop- 
tion of some tenets of the consumer move- 
ment may end in a restriction of freedom of 
choice by consumers. 


Agricultural Marketing 


A number of talks on agricultural market- 
ing problems given at the University of 
Illinois Farm and Home Week last January 
have been published in mimeographed form 
under the titles Some Aspects of Problems in 
Livestock Marketing and The Program on 


Grain Marketing. Topics covered include the 
significance of competition between lard and 
vegetable oils for corn-belt farmers, problems 
encountered by eastern packers in buying 
livestock, and the merchandising of soybean 
and corn products. 

Statistics on the extent to which growers in 
Illinois market their hogs in central markets 
direct to packers, through local markets and 
to neighbors, are given in “Illinois Stockmen 
Patronize Central Markets,” by R. C. Ash- 
by, Ldlinois Farm Economics, April, 1940, pp. 
337-338. Wide variations were found among 
counties; but the general average for Io 
counties was 82.2 % sold in central markets. 


Agricultural Cooperation 


Some statistics and much interesting de- 
scriptive material will be found in Farmer 
Co-ops in Florida, by E. B. Reid, a 28-page 
booklet published by the Columbia Bank for 
Cooperation, Columbia, S. C. Mr. Reid is 
director of information and extension for the 
Farm Credit Administration. The photo- 
graphs included will be useful in marketing 
classes. 

Detailed instructions (with many illus- 
trative forms) for the setting up and opera- 
tion of an accounting system for cooperative 
creameries will be found in Cooperative 
Creamery Accounting, by Delmer D. Bru- 
baker, Washington, Farm Credit Adminis- 
tration, 1939, 99 p. It will be of direct inter- 
est only to highly specialized readers, but in- 
directly it will interest students of farm co- 
operation in general. 


Trade Associations 


An excellent brief description and defense 
of the trade association’s work as a represen- 
tative of business at W ashington i is given by 
Pyke Johnson, executive vice-president of 
the Automobile Manufacturers Association, 
in a 16-page booklet Jndustrial Representa- 
tion at Washington published by the Wash- 
ington Trade Association Executives, of 
Washington, D. C. Mr. Johnson argues that, 
in the absence of this trade-association work, 

“either the operations of the Government it- 
self would have to be enormously expanded 
—in spite of which it would still lack the 
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intimate inside knowledge which is so fre- 
quently a requisite to an understanding of a 
practical operation—or Government would 
be deluged with the complaints and prob- 
lems of thousands upon thousands of indi- 
vidual enterprises affected in their daily life 
by the growing list of administrative rules 
and regulations.” 


Hotels 


A wide range of information on the operat- 
ing results achieved by hotels in 1939 is pro- 
vided in Hotel Operations in 1939, a 24-page 
pamphlet published by the accounting firm 
of Horwath and Horwath, New York and 
other cities. Data were obtained from 100 
hotels in $1 cities doing about one-sixth of 
the hotel business of the country. This is the 
eighth annual study of the sort published by 
the company. 


Silverware 


A considerable amount of information on 


the marketing problems and procedures of 
American and foreign producers of silver- 
ware is provided in Si/verware: Solid and 
Plated, Washington, United States Tariff 
Commission, 1940, 141 p. Of specific interest 
to marketing men will be the discussion here 
and there in the volume of distributive chan- 
nels, product designing and competitive 
practices. 


Chain Stores 


The National Association of Food Chains, 
Washington, D. C., has issued a 40-page 
defence of chain stores under the title The 
Chain Food Store. Since it deals with the 
familiar problems of chain-store influences 
upon workers, producers, consumers and lo- 
cal communities and presents data from well- 
known sources, it offers little to professional 
students of marketing; but it will be useful 
as a short summary of the chain-store de- 
fence against attacks for non-professional 
readers, especially newcomers to the field. 








TWENTY-FIFTH ANNIVERSARY CONVENTION 
TO MAKE MARKETING HISTORY 


ASED on over 300 replies to a ques- 
B tionnaire survey made to select the 
most interesting subjects, the Twenty- 
Fifth Anniversary Convention will be 
“of, by and for” the members. The study 
clearly showed what marketing men are 
interested in learning and the many com- 
ments and letters accompanying the 
questionnaires have resulted in sugges- 
tions that prove in advance that this is 
the convention you can’t afford to miss. 


LookING AHEAD 


The theme of the meetings which will 
be held in Chicago December 26—De- 
cember 28, is “BE PREPARED FOR 
"41.”’ In these days of domestic and 
world turmoil, every marketing man 
wants to know what the immediate fu- 
ture holds for his field and how to meet 
the problems that 1941 will present. Out- 
standing authorities in the marketing 
field, selected for their knowledge of cur- 
rent trends and sound judgment of what 
to look forward to, will discuss problems 
that you will face. There will be plenty 
of “give and take” from the floor because 
this is every member’s convention. 


JuBILeeE Dinner PLANNED 


One high-spot of the convention will 
be the Twenty-Fifth Anniversary Dinner 
which will provide a celebration to be 
remembered by all. “The March of 
Marketing” will present a streamlined 
review of the growth of the Association 
and the development of marketing dur- 
ing its first quarter century. Outstanding 
authorities will present brief reports on 
current trends in marketing on which a 
committee of the Association has been 
working for more than a year. This will 
be a real get-together evening for the 
pioneers and newcomers in marketing— 
plenty of sociability, plenty of conversa- 
tion and no stuffy speeches. 


Every MarkKeETING FIELD CovERED 


The two and one-half days will be 
crammed full of sparkling meetings, jam- 
packed with ideas for 1941. Joint meet- 
ings with the American Statistical Asso- 
ciation and the Institute of Mathemati- 
cal Statistics will be held. 

Here are the sessions being planned for 
you with a tentative line up of subjects 
that will be covered: 


Sales Strategies for 1941 


New Problems in Selecting and Training Salesmen 
How To Meet Changes in the Retail Sales Structure 
Analysis of Salesmen’s Operations and Sales Costs. 


Selective Selling 


How To Use New Market Facts as Tools for Sales Management 


Advertising in 1941 
New Research Techniques for Measuring Consumer Markets 
How To Use the New Census to Analyze Markets 
New Opportunities in Advertising Media 
Advertising Copy Will Be Different in 1941 


Copy Testing 


The Changing Psychology of the Consumer 
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Retailing in 1941 
Specifications, Testing Bureaus, and Consumer Education 
Retail Personnel Problems 


Shifts in the Retail Structure—Super Markets 
Prices and Pricing Policies 


Industrial Marketing Policies for 1941 


Effect of the Defense Program on Industrial Marketing 
Marketing Problems of the Smali Industrial Firm 

How the “X”’ Company Is Getting Ready for 1941—a Case Study 
Building Industrial Advertising Campaigns 


Problems in Applying the Sampling Procedure 
(Joint session with the Institute of Mathematical Statistics) 
Public Opinion Polls 
Theoretical and Practical Problems in Constructing the Sample 
Controlling Field Surveys 
Some Pitfalls in Selective Sampling 





Measurement of Efficiency in the Marketing System 


(Joint Session with the American Statistical Association) 
Criteria of Economic and Marketing Efficiency 
Comparative Efficiency in Marketing and Agriculture 
Comparative Efficiency in Marketing and Manufacturing 
Efficiency within the Marketing Structure 

















A.M.A. Notes 


ALBERT HARING 
Secretary 








1941 BALLOT 


The ballot for 1941 officers is secret. The 
properly checked ballot is placed in the offi- 
cial return envelope which is signed on the 
outside by the voter. The official ballot en- 
velopes are checked by the secretary against 
the membership list to determine the validi- 
ty of the vote. The official ballot envelopes 
are then turned in to the teller’s committee 
without being opened. The teller’s committee 
is instructed to remove and destroy all of the 
envelopes before counting any of the votes. 
In this way a secret ballot is secured. This 
technique is the best which the Board of 
Directors has been able to formulate. Sug- 
gestions to improve the procedure further 
will be gladly received. It is hoped that the 
members will vote promptly, although all 
ballots bearing a postmark not later than 
December 1, 1940 will be included in the offi- 
cial counting of the vote. 

One of the most important items to come 
before the business meeting will be considera- 
tion of the report of the special committee on 
Professional Status. 


PERSONAL NOTES 


Charles P. Phillips was promoted from 
Associate Professor to Professor in the Dept. 
of Economics at Colgate University, Hamil- 
ton, New York. 

The following new members have been 
welcomed to our group since April 1, 1940: 
Anthony J. Alexander of John Carroll Uni- 
versity, Cleveland; Herbert Ahrend of Gen- 
eral Research, Inc., New York; Roland S. 
Bailey of Plymouth Cordage Company, 
Plymouth, Mass; Theodore Block of Benrus 
Watch Company, New York; George B. 
Brown of J. Walter Thompson Company, 
New York; Franklin R. Cawl of the Farm 
Journal, Inc., Philadelphia; Donald L. Cur- 
tiss of the Outdoor Advertising, Inc., New 
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York; Charles N. Davisson of the University 
of Michigan, Ann Arbor; Douglas Day of 
Buchanan & Company, New York; Ben- 
jamin Anthony Degraff of Ohio Wesleyan 
University, Delaware, Ohio; S. D. Distel- 
horst of Cochrane Corp., Philadelphia; 
Scott Faron, Glass Container Ass’n., New 
York; Mrs. Louise Field of Twentieth Cen- 
tury Fund, New York; Donald Hubert 
Foley of The Chartmakers, Inc., New York; 
Carol E. Ford of Cogswell Polytechnical 
College, San Francisco; Charles Henry 
Frank of A. & P. Company, Cleveland; Roy 
S. Frothingham, of Sales and Advertising 
Research, San Francisco; Charles S. Good- 
man of University of California, Los Angeles; 
Jack C. Griffin, Wilson and Company, Chi- 
cago; John W. Hall of Geo. S. May Com- 
pany, New York; Clark Hallam of Bureau of 
Business Education of Stockton, Calif; Alex- 
ander D. Hollenback of Campbell Soup 
Company, Philadelphia; George C. Holt of 
W. A. Sheaffer Pen Co., Fort Madison, 
Iowa; Lawrence Hubbard of Crossley, Inc., 
New York; Arthur Hurd of Newsweek, New 
York; D’Orsey Hurst of Time, New York; 
C. W. Jacob of New York Municipal Air- 
port, New York; Thomas M. Knapp of St. 
Louis University, St. Louis; Jacques Kun- 
stenaar of the Associated Cement Industries 
of Switzerland, New York; Horatio Locke, 
Radio Station WOR, New York; Roger 
David Long, Magazine Marketing Service, 
New York; The Market Research Division 
of Dayton Rubber Mfg. Company, Dayton, 
Ohio; A. R. Marshall of the University of 
Maryland, College Park, Md.; James H. 
Marshall, University of Pennsylvania, Phila- 
delphia; Bailey Martin of the Outdoor Ad- 
vertising Inc., Chicago; T. L. Martin of 
T. L. Martin Company, New York; Barrett 
Mason of U. S. Steel Corp. of Delaware, 
Pittsburgh; Robert L. McDonald of the 
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University of Pennsylvania, Philadelphia; 
Francis N. McGehee of the Outdoor Adver- 
tising, Inc., New York; Raymond W. Miller 
of Agricultural Trade Relations, Stockton, 
Calif; C. C. Milner of Flexrock Company, 
Philadelphia; David E. Moser of College of 
the City of New York, New York; Edward 
M. Murray of the Bureau of Advertising, 
A.N.P.A, New York; Lawrence Noon of the 
Moore Push Pin Co., Philadelphia; Miss 
Mary Paton of Hooper-Holmes, Inc., New 
York; Nicolo Pino, People’s Gas Light & 
Coke Co., Arlington Heights, Illinois; Geof- 
frey L. Pippette of the Carter Ink Company, 
Boston; Stanley I. -Posner, Washington, 
D. C.; Dan Pubols, Agricultural Trade Rela- 
tions, San Francisco; Julian P. Randolph, 
Bureau of Advertising A.N.P.A., San Fran- 
cisco; Dickson Reck of the University of 
Pennsylvania, Philadelphia; H. A. Richmond 
of the Metropolitan Life Insurance Co., New 
York; R. E. Rindfuzz of the Periodical Pub- 
lishers Assn., New York; J. C. Roberts of 
Firestone Tire and Rubber Co., Akron, Ohio; 
Walter A. Scanlon of the National Distillers 
Prod. Corp., New York; Samuel Shulman of 
the University of Pennsylvania, Philadel- 
phia; Harry Simmons, Los Angeles; Howard 
K. Smith of the General Electric Company, 
Bridgeport, Conn; Lewis R. Soffer, S. M. 
News Company, New York; Dawson Spur- 
rier, Wynnewood, Pa.; John L. Taylor of 
Lord & Thomas, San Francisco; Samuel L. 


Tedlow of Healthaids, Inc., Jersey City, 
N. J.; R. D. Tousley, Northwestern Univer- 
sity, Evanston; Norman Tveter of Erwin Wa- 
sey & Company, New York; Behrens G. Ulrich 
of Drexel Inst. of Technology, Philadelphia; 
Angelo R. Venezian of McGraw-Hill Pub- 
lishing Co., New York; Fred D. Wahlstrom, 
Esquire, Inc., New York; Carrol K. Ward, of 
Northwestern University, Evanston; Dr. 
Alfred N. Watson, Overbrook, Pa.; Norwood 
Weaver, Magazine Marketing Service, New 
York; Harry R. Wellman of the University 
of California, Berkeley; David H. Wells of 
Montgomery Ward & Company, Chicago; 
Francis A. Wingate of Clarkson College, 
Potsdam, New York; Walter B. Wold, Na- 
tional Cash Register Co., Detroit, Mich.; 
H. G. Wright, Chicago; Wallace H. Wulfeck, 
The Psychological Corp. of New York; Elsa 
Zumpe, Professional Market Research, New 
York. 


NOTE FROM THE TEACHING 
MATERIALS COMMITTEE 


If members of the Association come in con- 
tact with materials which they feel would be 
of interest, either the Chairman or any mem- 
ber of the Committee should be notified. The 
Committee hopes to have the cooperation of 
the general membership in relation to teach- 
ing materials. 

D. M. Pue.ps, Chairman 
University of Michigan 











Th —is an organization of persons interested in the statistical 
e€ solution of practical problems, the development of statistical 
methods, and the improvement of basic statistical infor- 


American| ™” 


—publishes quarterly the Journal of the American Statistical 


S t a t is t r] Cc al Association, containing scientific articles and reports of 


new developments in a wide variety of statistical fields. 
Typical recent articles of special interest to those in mar- 


Association keting include— 

War and Commodity Prices, by Holbrook Working 
Sampling Public Opinion, by Elmo Roper 

The Uses of the Census of Business, by Paul T. Chering- 


ton 














Replacement Demand for Consumers’ Durable Goods, by 
Edwin B. George 


The Limitations of Statistical Demand Curves, by George 
J. Stigler 


—has membership dues of $5.00 a year, including a subscrip- 
tion to the Journal and to the American Statistical As- 
sociation Bulletin. Information about the Association and 
membership application forms may be secured from the 
Secretary, 1626 K Street, N.W., Washington, D.C. 
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